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NATIONAL POLICY AND ISSUES 


JINGJI GUANLI ON NEED TO LMPROVE PRODUCT QUALITY 
HKO81029 Beijing JINGJI GUANLI in Chinese No 10, 5 Oct 83 pp 10-13 


[Article by Song Ligang [1345 0500 0474]: "Product Quality Is the Key to the 
Success of the Four Modernizations"] 


[Text] Since the 3d Plenary Session of the llth CPC Central Committee, an in- 
creasingly large number of people have begun to attach importance to product 
quality. A growing drive for “achieving fine quality" has been vigorously 
developing and the quality of most of our industrial products has continued to 
imporve. We have developed and begun to produce many new products. A large 
number of advanced enterprises which produce products of fine quality and are 
good at quality control have emerged. All these facts show that there is a 
good trend of paying attention to product quality and improving it. However, 
quite a great percentage of our products are of the same poor quality as before. 
The quality of some products has not only failed to improve, but has also 
fluctuated widely. Moreover, our speed in improving product quality has been 
much slower than industrially developed countries and we have not yet carried 
out any fundamental or effective reform in some of our concrete principles, 
policies, measures and methods. Even now there are still quite a few comrades 
who fail to clearly understand the importance of product quality or to pay 
sufficient attention to it. Some even regard the problems related to quality 
as being the responsibility only of quality control and technical personnel or 
of enterprises. Therefore, it is still necessary to discuss the question of 
how we are to regard quality problems. Here, I am going to give some of my 
personal opinions and invite all the comrades to discuss this question. 


What, after all, is the nature of the quality problem? Is it a general problem? 
ls it a problem related to our measures? Is it only a problem specific to the 
readjustment period? Is it a problem related only to a local area or an enter- 
prise? Or is it a problem of another nature? 


In order to be clear about this problem, I think that we should first be clear 
about the question of what product quality means. This question also includes 
the question of what is a product. 


Marx said, “A product differs from a pure natural phenomenon. It can only become 
a product and prove that it is a product in the process of consumption. Only 
when it is completely consumed in the process of consumption can the process of 
turning a thing into a product be finally completed." ("Selected Works of Marx 
and Engels,” Vol 2, p 94) This means that what a factory processes is not 








necessarily a product and that only in the process of consumption (including 
production and consumer consumption) can a product assert itself. Whether or 
not a product is completed cannot be judged by the completion of the production 
process but must be judged by the actual effects in using it. Only when it is 
completely consumed can we see its final completion and conform its entire use 
value. Obviously, this definition by Marx is very scientific in nature. For 
example, a TV set seems to be a TV set when it is viewed in the process of pro- 
duction, but only in the process of using it can we prove whether we can watch 
television through it and whether it can really be used as a TV set. As for 
the questions of how long it can be used as a TV set and whether it is reliable 


TV set with clear pictures for a long time, we can only find the final definite 
answer when it is finally used up. 


This also clearly tells us that product quality must be marked by the results 
in using the product. Thus we can say that product quality means whether a 
product is useful for the purpose. When we say that the quality of a product 
is fine or poor, we mean that it is useful to a great or small degree. 


Our standard of the usefulness of a product includes its function, life, re- 
liability, safety and economic effect, in other words, its entire results shown 
in the process of its manufacture, circulation and consumption. Therefore, 
pursuing fine product quality does not mean that the purer, the higher the grade 
and the more expensive, the better the quality of any product. It means making 
our product useful in meeting the ever increasing demands of the people. 


So, our concept of product quality differs in essence from the concept of meet- 
ing the design requirements, a concept that prevailed for many years in the past. 
It includes not only the quality achieved in manufacturing a product, but also 
the quality of the design and the quality of a product in whether it actually 
functions as required when it is used. It is imperative to be clear about this 
concept. If we regard the quality problem as a mere question of whether a pro- 
duct meets the design requirements, the result will be, as some comrades have 
pointed out, “however fine the quality of the product, it is a product of the 
1950's generation. What is the significance in meeting the design requirement?" 
If we view product quality in the light of whether a product is useful for the 
purpose and of what products we should produce, taking into account the question 
of product varieties, the results will be quite different. The nature of the 
quality problem will undergo a radical change. 


What is the basic nature of the problem related to product quality? We can 
obtain a comprehensive conclusion from the following major aspects: 


|. Raising product quality is a basic demand of the human race. 


Since ancient times, the human race has always had the desire to get better 
food, utensils and housing. This desire and demand urges our industry, agri- 
culture, forestry, construction undertaking, transport and communications, 
animal husbandry, and all other undertakings to continuously improve their pro- 
duct quality and promotes the development of science, technology and production. 
When the quantity of a product increases to such an extent as to meet the 
people's demand, people may cease to desire to increase the output of this 











product. However, they never cease to desire ‘mprovement in product quality. 
Moreover, this kind of desire and demand is not only a demand resulting from 
material life. It is also a demand resulting from cultural life. Thereofre, 
the problem of raising product quality and construction quality is not only a 
problem that we put forward at present, but is also an objectiv. demand that 

has existed in the history of the development of the human race, an irresistabie 
historical trend and an objective law that should not be violated. Whoever vio- 
lates this objective law will inevitably be denounced by the broad masses of 
people and be mentally, economically, militarily and politically punished. 
Whoever adapts himself to this law will be praised by the people and make his 
contributions and achieve merit in the process of the development of history. 


2. Raising quality is a basic means to increase social wealth. 


The basic ways for the human race to increase social wealth are: 1) raising 
the use value of its products; 2) increasing the output of products of a fixed 
use value; and 3) reducing the consumption of labor (including materialized 
labor). As Marx said, “material wealth itself is con»ticuted by use value.” 
("Critique of Gotha Program”.) An increase in the usefulness of a product re- 
sults in its being of greater use value and in one product having the same 
effect as a tew products. As a result, its value increases several times. Of 
course, we must not neglect quantity, but we must pursue quantity under the pre- 
requisite of guaranteeing quality. Quantity will be of no significance and must 
not be recognized, if it is divorced from a certain degree of quality. For 
example, in the case of the fertilizer we use in agriculture, in order to make 
it relatively more valuable, people have to do the following things: 1) They 
should raise the percentage of the effective element in ic. They raise the 
percentage of nirrcgen in nitrogenous fertilizer from 10-odd percent to 20-odd, 
W-odd, SO-odd, or even 80-odd percent and thus enable us to use one ton of fine 
fertili:.r for several tons of an ordinary one; and 2) “e should increase the 
output of fertilizer of a certain standard of quality. In order to make our 
fertilizer more useful, we should make compound fertilizer consisting of nitro- 
gen, phosphorus, potassium, boron, zinc, manganese and molybdenum in order to 
make it meet the requirements of different soils and crops. In this way, we 
will enable 3,000 tons of fertilizer to play the role of 4,000 or 5,000 tons of 
ordinary fertilizer. 


3. Raising quality is a basic method to reduce consumption. 


For example, after improvement, the “liberation” brand trucks produced by 
Changchun No | automobile plant in 1 year can conserve 300 million yuan of 
gasoline every year. If we had achieved this improvement 10 years ago (it was 
possible at that time), we would have conserved 3 billion yuan, a sum five times 
the total investment in Changchun automobile plant. 


Another example is that Shenyang pump plant has developed a highly efficient 
pump that conserves electricity. Each such pump can save 1.08 million kilowatt- 
hours in a year. If we substitute this kind of pump for all the 17 sillion 
pumps in the northeast, we will be able to conserve 1.3 billion kilowatt-hours, 
which is greater than the total amount of electricity consumed by Dalian City 

in 1 year. 








fhere are countless such examples. Apart trom poor management, one of the 
major causes for the high consumption of material resources in our production 
at present is that we have failed to replace in a timely manner our equipment 
which has become backward. Moreover, the main reason for the backwardness in 
our equipment is that we have failed to produce machinery of fine quality for 
the renewal and transformation of old equipment. 


4. The question of wh:ther we give priority to quality or to quantity is crucial 
to the question of whether we can achieve high or low economic results. 


There have been many reasons for the low economic results in our country's 
economic construction in the past 20 and more years. Apart from political 
reasons, 4 major reason was that we blindly and impatiently pursued great 
quantity and set high quantity targets, but set low quality requirements and 
no quality targets in our economic construction. 


For more than 20 years, despite our repeated emphasis on giving priority to 
quality, we have in fact always given priority to quantity, and put quality in 
the least significant position. The results are: 1) The low ratio of final 
products to input caused by our neglect of quality. In some enterprises, con- 
sumption was two or three times normal consumption; 2) A large quantity of pro- 
ducts of poor quality have been produced and we are forced to use them. As a 
result, two or three products can only be used as one product; and 3) We have 
produced many so-called products which are useless and have to be scrapped in 
large quantities. 


The practice in the history of foreign countries has also proved that giving 
priority to quality produces a result diametrically different from giving 
priority to quantity. The United States has a very great scientific and tech- 
nological strength, a very sound economic foundation and a population twice that 
of Japan. However, in competing with Japan, the enterprise managers in the 
United States paid attention mainly to the sales and profits immediately 
achieved and thus were put at 4 great disadvantage. Finally, they could not 
help but give priority to product quality. For example, when the top management 
of some large U.S. enterprises summed up their errors related to quality, they 
thought that one of the keys was that they failed to follow the opinions of 
quality control specialists. Since 1975, they have vied with one another to 
invite quality control specialists to be their advisers. For example, General 
Motors employed (Julan) as its adviser. The chairman of the boar in (GMC) 
Engine Corporation stipulated that quality was the most important matter for the 
company and must have top priority. Some companies even explicitly put forth 
the idea of grasping quality as the key to their work in the future. 


5. The speed in improving product quality depends on relevant principles, 
policies, systems and methods. 


The speed in improving product quality comprehensively reflects all the aspects 
of work in an enterprise and the relevant principles and policies of the state. 
This is especially true for a country that mainly exercises a planned economy 
where the principles and policies of the upper level play an even more decisive 
role. Why have our country’s industrial products continued to be of the same 








old types for more than 20 years? Why have we failed to fully utilize the 
existing technology and equipment for improving quality such as the shrinking 
equipment in our weaving mil!s and the coal cleaning equipment in our coal 
mines? Why are the phenomena of failure to improve quality quickly so univer- 
sal instead of existing in only a few enterprises, areas, or trades? Why have 
we failed to apply many scientific research achievements or to adopt many 
suggestions for improving product quality? The most fundamental reason for all 
these questions is that many of the relevant concrete principles, policies, 
systems and methods in our superstructure and relations of production are in- 
appropriate. 


Since the 3d Plenary Session of the llth CPC Central Committee, our country 

has done a large amount of work in carrying our reform. For example, we have 
protected competition, broken the blockade between areas and departments, 
enabled buyers and sellers to have direct contacts, developed quality control 

in an all-round manner, and conducted experiments in implementing the management 
responsibility system. All these have played a certain role in promoting in- 
provement in product quality. The problem now is that the reform that we have 
already carried out has failed to radically solve the problems related to the 
motivation, pressure and strength for our incuustrial enterprises in improving 
product quality. There are still some systems and methods that are not aimed 

at encouraging people to improve quality but are aimed at being laizzez-faire 
or at playing a restricting and hindering role. For example, we have failed 

to include comprehensive and scientific quality targets in our plans, to include 
in our formal production financial plans the plans for switching our products 
into a more advanced generation of products, to adopt sufficiently vigorous 
policies to facilitate the development of new products, or to properly restrict 
the production of outdated products. The period of depreciation of our equip- 
ment is too long and our enterprises are provided with too few funds for renewal 
and transformation of their equipment. Moreover, many products of fine quality 
cannot be sold at advantageous prices. This is especially true for those enter- 
prises that have carefully and continuously improved the quality of their pro- 
ducts. Many of them often cannot benefit economically by improving quality. On 
the other hand, some enterprises that have manufactured their products in a 
rough and slipshod manner have been rewarded with bonuses. For example, the 
Shenyang pump plant has benefited the state greatly by producing a kind of 
highly efficient and energy-saving pump. The pumps it has produced can conserve 
290 million kilowatt-hours or 17.% million yuan of electricity for the state in 
a year and are well received by its customers. However, the plant has spent 
1,567,000 yuan in using new materials, adopting new technology, and improving 
process precision in order to improve the structure of its products without any 
corresponding increase in the prices of its products. As a result, there has 
been a fall in the plant's profits, which has an evil impact on the initiative 
of the enterprise. 


From the above we can clearly see that the problem related to product quality 

is not an insignificant problem nor a problem of local, temporary, or subordin- 
ate nature. Still less is it a pure technical problem or a problem related to 
methods. For an enterprise, it is a problem related to its development orienta- 
tion and management principies and a problem vital to its existence and develop- 
ment. This problem is also crucial to the question of whether the enterprise 








can make relatively great contributions to the state. As Comrade Wan Li said, 
for the state, it is impossible to raise its economic resulis if it fails to 
give priority to product quality. Product quality is an issue related to the 
fundamental interests of our state and is also a key to the success of the 
four modernizations. 


Our practice in the past has proved that the question of how we are to regard 
quality (including the quality of construction and communications and trans- 
portation) is indeed a question of whether we want and whether we can embark on 
a new path characterized by a relatively steady speed, relatively better 
economic results, and greater actual benefits for our people. 


In the final analysis, the essence of this issue is what Premier Zhou pointed 
out long ago--an issue related to the line of our production and construction. 


How, then can we change the situation of neglecting the improvement of quality? 


In my opinion, apart from the major reform in our economic structure, at pre- 
sent we can try the following systems and methods: 


1. We should reform the management of our planning. We should reform our 
previous planning, which was centered on “gross output value" and really change 
it into planning that centers on economic results and gives priority to quality. 
We should extend the scope of our planning to include the development and pro- 
duction of new products, putting an end to the production of outdated products 
and achieving fine quality and including a target for the ratio of products of 
fine quality. 


2. We should regard improving and ensuring product quality as an important 
part of the management responsibility system and as an important part of the 
principle of “contract for fixed output, quality guarantee, and checking pro- 
duction costs." In addition to the targets for all-round responsibility for 
ouptut value, profits, and other targets of mandatory plans, all organizations 
in our industry, construction, transport and commerce should commit themselves 
to all-round responsibility for “ensuring that the quality of their products 
and services satisfy their customers. This should also be regarded as a 
criterion in determining the amount of bonuses an enterprise and its staff 

and workers can get. 


3. We should develop the movement of “achieving fine quality.” The activities 
of achieving fine quality of products, construction, transport and services are 
a movement that has risen on the basis of summing up the experiences and lessons 
of the past 30 and more years and that combine: the leadership and the masses of 
the people. It is also a successful reform in our economic management. It will 
play a major role in promoting technicai progress, giving play to our favorable 
factors, helping us to catch up with the advanced standards at home and abroad 
and speeding up our economic development. 


4. We should reform the structure of our organizations and organizationally 
ensure the implementation of the policy of giving priority to quality. We 
should strengthen the organizations of quality control and establish and perfect 











quality guarantee systems. Our provincial, municipal and regional econonmi 
committees should set up quality bureaus under each of them. ‘here must also 

be a full-time work force in provincial, municipal and regiona! quality control 
associations. In our large and medium-sized enterprises, we siould set up 
offices of all-round quality control and quality control committees. We should 
include the quality coutrol activities such as management charts and information 
feedback in our production procedures and regulations and systems of routing 
operation. We should no longer grudge resources and thoroughly put an end to 
the previous practice of neglecting quality and stressing quantity in allocat- 
ing cadres and labor force. 


», We should reform our award system and increase th: percentage of awards for 
achlevements in improving quality and economic results. We should make the 
bonuses in the unite that produce products of fine quality and provide fine 
service differ markedly from those inthe units that produce products of poor 
quality and provide poor service. Concerning those units that produce products 
ranking as fine G9Y in our country of In a department or province and concerning 
the enterprises that are advanced in quality control, the various provinces, 
municipalities and regions, or the relevant departments, should give material 
wards in addition to certificates of merit. In calculating, assessing and 
awarding merite related to quality, we should not only take Into account the 
direct benefits an enterprise has obtained, but also calculate and consider the 
economic result for the state and for the enterprise's customers. We should 
take into account all the effects and results in the actual life of the products 
as well as the effects and results in the vear of production, 


h. We chould reform our management of prices. Before the all-round implemen- 
tation of the aystem of pricing in accordance with quality, we can conduct an 
experiment of giving price premiums to products of fine quality and enforcing 
liscounted prices on products of poor quality, thus encouraging the production 
of products of fine quality and restricting the production of products of poor 
quality. At the same time, we should Link the premiums and discounts with the 
personal interests of the staff and werkers and with the Interests of the com 
panies, departments and areas, 


J, We hould regard the renewal and transformation of equipment and the re- 
palcement of outdated products with modera products as metabolish of the cells 
of an enterprise, as with an organic body. We should allocate to our enter- 
pilaes ovcessary financial and material resources for such renewal and trans- 
formation in order to enable them to make greater contributions to increasing 


fle ftinaneiatl revenue of Che state, 


4. We should ttoely retorm the excessive and overrigid ceniralization of the 
upper level, We should conscientiously implement the principle of centralizing 
leadership and managing level by level. We should strictiy torbid the practice 
of bypea ing an iamediately lower level to Interfere in enterprises without 
Authorization. We should enable our enterprise jeaders to manage their organi- 
Cally coordinated econo) entities in a highly efttective and coordinated 


mumer, like playing « plang in order to achleve the vest results. 








In short, through the reform, we should not only gradually establish the man- 
agement systems to ensure the continuous improvement of product quality in cus 
enterprises, but should also set up management systems for an area, 4 depart- 
mnt, or the state to ensure that the speed in improving product quality is 
greater than that of the capitalist countries. If we fail to do so, it will be 
very difficult for us to radically improve our product quality, let alone t 
Gisplay the superiority of socialism in the aspect of product quality. 


CSO: 64006/092 








NATIONAL POLICY AND ISSUES 


JINGJI GUANLI ON STATE-ENTERPRISE RELATLONSHIP 
HK100954 Beijing JINGJI GUANLI in Chinese No 10, 5 Oct 83 pp 34-36 


[Article by Lin Ling [2651 0407]: "Several Questions on the Relationship 
Between the State and the Enterprise"} 


{Text} At present, in the reform of our economic system, it is imperative to 
study and to explore the important question of how to correctly understand and 
handle the relationship between the state and the enterprise. The following 
are my superficial opinions on this problem. 


|. When talking about the relationship between the state and the enterprise, 
we first must clearly understand the nature of our state-run enterprises and 
their position and role in the system of our whole national economy. In the 
system that prevailed in the past 30 years, our enterprises were always sub- 
ordinate to government organizations. This seriously fettered the development 
of our enterprises’ productive force. This problem was explicitly put forth 
by the 3d Plenary Session of the llth CPC Central Committee. Those in the 
economic theory circles have expounded on this problem from different angles 
and made a breakthrough by putting forward a few pithy viewpoints: 1) Our 
enterprises have a relatively independent position in the system of our 
national economy and are not subordinate to the government organization struc- 
ture; 2) Our enterprises are socialist commodity producers and are not pro- 
ducers of products; and 3) Our enterprises must have their own independent 
economic interests. In our practice, we proceed from carrying out pilot pro- 
jects of reform in expanding the decisionmaking power of our enterprises. We 
have implemented various methods to share profits between the state and enter- 
prises in order to enable the enterprises to have certain decisionmaking power 
in their adminisration and management and to have their own economic interests. 
As a result of this reform, our enterprises have internal incentive. This, in 
addition to the implementation to a certain extent of the regulation of our 
market mechanism, has enlivened our entire economy. Our practice has proved 
that despite the fact that our theoretical arguments are still insufficient and 
our practice is only at the initial stage, our orientation is correct. We must 
persist in carrying out this reform and strive to perfect it. However, this is 
not the case in our practice. I find that during the past 4 years, there have 
been repeated twists and turns. Judging from the thevretical point of view, in 
theory, the argument of enterprises “being branch organizations" beging to pre- 
vail again for a certain period of time. This argument holds that enterprises 
are branches of a head enterprise--the state. In this way the relative inde- 
pendence of enterprises is negated, because we are not allowed to regard our 
socialist economy 4s a planned commodity economy and cannot hold the idea that 
our enterprises are socialist producers of commodities. Moreover, the idea 








concerning interests of our enterprises is also criticized. In our practice, 
much of the expanded decisionmaking power given to the enterprise has actually 
been withdrawn from quite a few enterprises. This shows that there has been a 
different extent of retrogression in the problems related to the nature, posi- 
tion and role of our enterprises both in theory and practice. 


Recently, at the Changzhou symposium on certain theoretical problems related 

to the reform of China's economic system sponsored by Chinese Economic structural 
reform society, Lin Zhili, Jiang Liwei and other comrades reaffirmed several 
viewpoints which they had already explicitly put forth in the past and added 
some new theoretical arguments. I think that by so doing they struck home at 
the current malpractice. We should regard this symposium as a beginning and 
once more expound on and publicize our enterprises’ position as relatively in- 
dependent commodity producers until the position is written into our country's 
law and regulations which turn our enterprises into corporations. At this 
symposium, some comrades put forth the idea that we must have several theoreti- 
cal piliars for our economic structural reform. I hold that the viewpoint 

that regards an enterprise as a relatively independent commodity producer is 

one of the important theoretical pillars for this. Giving play to the initia- 
tive of enterprises and laborers and emancipating and developing our productive 
force must become the basic starting point and foothold of the implementation 

of this reform. Our new system must be established on the foundation of ack- 
nowledging the relative independence of our enterprises as commodity producers. 
In other words, our economic system must be a new system with enterprises as its 
core, and our enterprises must play the leading role in the two phases of man- 
agement, namely, the state and the enterprise. 


2. In the two phases of management of the state and the enterprise, since the 
enterprises hold the leading position, what should be the role of the management 
of the state? I think that the state's management funciton is: 1) The state 
must do its best to enable the enterprises to maintain sufficient vitality; and 
2) on this basis we should enable our entire economy to develop in a harmonized 
manner. This is to say that the state must not interfere with the enterprises’ 
daily activities, and should carry out an overall planning and coordinate, 

serve and supervise our enterprises through planning by means of applying 
economic levers and formulating economic laws and regulations and by other means. 
In order to attain this aim, it is imperative to carry out a series of reform 

in the phase of the management by the state. 


By the word state, we mean the department in charge of our enterprises, namely, 
the ministeries o the central authorities, the departments of our provinces, 
and the bureaus in «ar cities and counties. These organs are not enterprises 
but are the functional organizations of the state for governing enterprises. In 
my opinion, at present, there are at least three shortcomings in our ministries, 
departments and bureaus. 1) There is no distinction between government and 
enterprises. Quite a few ministries, departments and bureaus are merged with 
enterprises under their jurisdiction and the implementation of the all-round 
financial responsi>ility system has further aggravated the merger of government 
and enterprises and hinders the separation of government from enterprises. Their 
assigning of all-round responsibility level by level has enabled ministries, de- 
partments, and bureaus to undermine the foundation of our finance. It has given 











rise to a serious dispersion of our financial resources. As ministries, depart- 
ments and bureaus all have their own economic interests, the state's function 

in managing our enterprises is seriously weakened. 2) Each of the ministries, 
departments and bureaus is only in charge of enterprises directly under its 
jurisdiction and does not manage enterprises of the whole trade. As a result, 
they become departments representing only the enterprises directly under them 
and abandon their role in exercising on overall planning for coordinating the 
whole trade. 3) Ministries, departments, and bureaus only manage the state- 
run enterprises. They do not manage the collective and individual enterprises 
and actually become the organs of our state-run enterprises. Thus, they have 
abandoned their role in exercising overall planning for coordinating various 
forms of the economy. From a long-term point of view, the goal of the reform 

is that fundamentally, no ministries, departments and bureaus should directly 
manage our enterprises. As a beginning, our provincial departments should, in 
the main, not directly manage enterprises. Even if they continue to manage 

some enterprises, they must sever their relations of economic interests with the 
enterprises. Our enterprises can be put under the jur.sdiction of our ministries, 
but tuey should pay their taxes to the local tax departments. No ministries, 
departments, or bureaus can implement just any all-round responsibility system. 
They should carry out overall planning and coordinate all the enterprises in the 
whole trades. In an area where counties are under the jurisdiction of cities, 
we should include rural enterprises into the overall planning and coordination. 
Through this reform, the tate will be able to improve its management over the 


enterpr ises. 


3. The key to turning our enterprises into relatively independent commodity 
producers lies in enabling our enterprises to have their independent economic 
interests. This is unavoidable because without independent economic interests, 
it is impossible for them to become commodity producers. Nor will it be 
possible to realize the distribution according to labor at two levels or to give 
play to the initiative of the management (directors nd managers) and laborers. 
Comrade Jiang Yiwei made a very good analysis of the interests of enterprises 

to counter some people's criticism. He held that most of the retained profits 
in an enterprise, through spending by the enterprises, would be turned into the 
fixed assets of the state, and a small part of the profits will be spent by its 
staff and workers in their personal consumption in the form of collective welfare 
and bonuses. However, we should not shift the method of the allocation of funds 
from the sharing of profits into the paying back by tiie state of the profits 
delibered by the enterprises. Sharing and paying back are two methods that 
differ both in nature and role. The sharing varies as the results of the enter- 
orise management's achievements vary. The production development funds of an 
enterprise are a kind of means by which we enable the part allotted for the 
personal interests of its staff and workers to continue to increase. The better 
the management of an enterprise, the larger the share of profits an enterprise 
can retain and the larger the amount of an enterprise’ production development 
funds to enable the continuous increase in the personal income of its staff and 
workers. Therefore, the sharing of profits and the production development funds 


The problem now is what quantitative demarcation line should be drawn between 


the interests of the state and those of the enterprises. 
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4. The most important part of an enterprise's decisionmaking power is its 
power over its technical transformation. This is a power which factory 
directors are most interested in, but it is also a power involving the greatest 
macroeconomic contradiction. The reason why directors are interested in and 
will scramble for it is because it is closely linked with the development of 
thier enterprises and the interests of their staff and workers. Through tech- 
nological reform, an enterprise can develop its production and thus increase 
its retained profits, improve the collective welfare of its staff and workers, 
and increase the amount of bonuses. This demand, in my opinion, is rational 
and conforms with the direction stipulated by the state; therefore, we should 
protect and support it. However, as a matter of fact, we have failed to 
satisfactorily solve the problem related to the decisionmaking power over tech- 
nological transformation. As a result, quite a few enterprises lack funds for 
technological reform. Some comrades have criticized our enterprises for their 
apathy in carrying out tech ological transformation. Now, we realize that our 
enterprises have no such apathy and it is our structure that has hindered the 
technological transformation in our enterprises. Others are concerned that if 
we allow enterprises to retain a share of the profits for their technological 
transformation, duplicate construction and production will occur. Therefore, 
they hold that the technological transformation should be carried out through 
the investment of the state. This involves the question of what path we should 
follow in carrying out technological transformation. 


Our practice has proved that better, quicker and greater results can be achieved 
with less funds if the transformation is carried out by enterprises rather than 
by investment of the state. True, there will be duplicated construction and 
production, but the cause for duplicated construction and production lies in 
departments and localities, not in enterprises. Even the dispersion of funds 

in our enterprises can be entirely macroeconomically controlled in the follow~ 
in, three ways: 1) We can formulate technological transformation plans and 
carry them out by stages and in groups; 2) The funds for technological trans- 
format.on in all enterprises should be concentratec by our banks to be used by 
rotations without any change in the ownership of the funds. Those who use the 
funds of the others must pay interests at the same rate as bank loans; 3) No 
projects of technological transformation can begin without acquiring approvement 
beforehand. 

5. It is correct that the distribution of the interests between the state and 
enterprises is carried out through substituting taxes for profit delivery. The 
entire reform in our taxation system must reach the following goais: 1) It 
should correctly handle the relationships between the state and the enterprises. 
We must basically achieve the following aim: after paying to the state the 
prescribed kinds of taxes at prescribed rates, our enterprises can retain the 
remaining part of their profits. They should have the right to independently 
dispose this part of their profits within the scope allowed by the state and 
the state should not collect this part of profits by other methods. 2) We 
should solve the contradictions between departments and areas. Whatever depart- 
ment an enterprise belongs to, it must pay tax to the state's tax department in 
the area it is situated and at the same time pay local taxes and urban con- 
struction tax. Correspondingly. we changed the old way of collecting funds 
through two channels into collecting funds through only one channel--local tax 
collection. As a result. we will be able to gradually overcome the sense of 








subordination in our enterprises. 3) We should create some «inds of new taxes 
and reform the old kinds of taxes in order to give play to the role of taxation 
as an economic lever and thus adjust our economy from different angels. 4) We 
should change the all-round financial responsibility system into a financial 
system with different classes of taxes. Our taxes will be divided up into 
three kinds: Central tax, local tax and a tax jointly enjoyed by both the 
central and local finance. The central tax should account for at least 60 to 65 
percent, while there should be fixed kinds of taxes for localities to ensure a 
steady tax revenue for local finance. Concerning those kinds of taxes that 
have always increased, we should divide the revenue from them between the 
central and local finance at a certain rate or subdivide them to ensure both 
the centrocl and the local finance get a share of them. This reform is of key 
importance and if we satisfactorily grasp it, we will be able to solve at one 
stroke many contradictions in our existing structure. 
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NATIONAL POLICY AND ISSUES 


QUESTIONS ON RESTRUCTURING COMMERCIAL MECHANISM 
HKO90500 Beijing JINCJI GUANLI Chinese No 10, 5 Oct 83 pp 36-38 


[Article by Wan Dianwu [8001 0268 2976]: “Some Theoretical Questions on the 
Restructuring of Commercial Mechanism”! 


{Text} 1. The Importance of The Form of Ownership in Commercial Mechanism 


Ownership is the core of the relationship of production. In our study of the 
restructuring of commercial mechanism, we must in no way depart from this basic 
premise. Therefore, in our study of the restructuring of commercial mechanism, 
we also cannot depart from the question of ownership. 


l. The key question is whether we can correctly solve the question of owner- 
ship. 


Experiences and lessons gained over the past three decades and more, since the 
founding of the PRC, in the process of the change of commercial mechanism 
showed that one of our main problems is that we were too hasty in changing 
ownership. Therefore, in restructuring the commercial sector over the past few 
years, we have paid much attention to this problem. 


In the past two decades, since 1958, there have appeared serious shortcomings 
and mistakes in our commercial work because of the influence of the “leftist” 
ideology. And one of the most serious mistakes was that we were too impatient 
in “changing” and “upgrading” ownership. State-private commerce was turned 

too quickly into state commerce. All cooperative shops and teams with collec- 
tive ownership basically used the method practiced by state commerce, free 
markets were banned, and only a few individual shops were existed. And as a4 
result, commerce was monopolized by the state. Since the 3d Plenary Session of 
the llth CPC Central Committee, measures have been taken to correctly handle 
the question of ownership. While we are developing state commerce, we have 
also taken measures to develop collective commerce and properly restore in- 
dividual commerce. While state commerce is in a dominant position in the cir- 
culation sector of commodities, we have also allowed the coexistence of various 
economic forms. Thanks to these efforts, our domestic markets have become brisk 
and stable while economic activities have gradually been activated too. 
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2. Take planned economy as the main and put state commerce in the leading 
position in the sector of the circulation of commodities. 


How can we realize the principle of taking planned economy as the main in 
socialist commodity circulation? We must persist mainly in putting state 
commerce in the leading position. Without the leading role of the economic 
body of state commerce, there will be no way to organize the circulation of 
commodities in a planned way and to realize planned economy. For a long time 
in the past, all major commodities that were related to the state economy and 
people's life, such as grain, cotton and oil products, and a number of major 
industrial and agricultural products, were under the planned management of 
state commerce. Over the past three decades and more, the relationships be- 
tween industry and commerce, agriculture and commerce, and within commerce 
itself were readjusted through the wholesale sector of state commerce. We 

must clearly understand that to organize the wholesale of commodities through 
state commerce in a planned way is vital for controlling and guiding the markets 
across the country, and if we retreat from this position, we will lose control 
of the markete throughout the country. But at the same time, it is also 
necessary for state commerce to possess a certain proportion of the circulation 
sector in the retail of commodities. 


For state commerce to be in leading position, to control the wholesale of major 
commodities, and to have a certain proportion in the retail sector in fact 
represent the structure of ownership in the sector of commodity circulation. 

[t means that we must allow various economic forma to exist simultaneously, 

but at the same time, there should exist the main and the subordinate. If state 
commerce is not in the leading position in the sector of commodity circulation, 
it would mean that we have discarded the principle of taking planned economy 

as the main in the sector of the circulation of commodities. 


4. An important difference between commerce and agriculture is that they have 
different ownership structures. 


The key point in restructuring the agricultural mechanism in China is to intro- 

duce a production responsibility system that includes contracted the responsi- 

bility system with payment linked to output as the main. Enlightened and pro- 

moted by the achievements made through the introduction of the agricultural 

production responsibility system, some commercial enterprises have also experi- 

mented in the commercial business responsibility system. This restructuring 
ws 


is mainly directed against the “iron rice bowl" and therefore the orientation 
of this restructuring is correct. 


But in studying the question of restructuring the commercial mechanism, and 
particularly such major restructuring as the introduction of a responsibility 
system in commercial business, we must be aware of the difference between 
commerce and agriculture. This difference includes the fact that agriculture 
represents a production department while commerce is carried out through cir- 
culation departments, and this commercial practice also gives rise to many 
other differences from agriculture. But the main difference is that these two 
departments have different structures of ownership. 








Another problem that has long existed in the commercial sector is that there is 
no division of work between administration and enterprises. But theoretically, 
the question of how it is necessary to separate administration from enterprises 
has not been resolved. Why is it necessary for the state commercial enterprises 
with ownership by the whole people to become relatively independent? How should 
the division of work between administration and enterprises be carried out 
properly so that these two aspects will complement each other? We hope that 
commercial enterprises will become independent economic ceils that are in a 
position to make self-regulation, self-perfection and self-development, and at 
the same time be under government planned management and administrative leader- 
ship. But all these also can only be realized through the best combination of 
these two aspects. 


3. The relations between commercial staff and commercial enterprises. 


In our socialist commercial enterprises, there exist the questions of how to 
mobilize the initiative of the state, enterprises, and workers so that each 
will be able to display its role, carry out its responsibility, exercise its 
power, and attain its own interest, and at the same time, they will be able to 
integrate each other and develop harmoniously. It is simply a question of how 
to integrate the responsibility, powers and interest of the state, enterprises 
and workers. This work should be done in this way: 1) The state must be in 
the position to macroscopically grasp the standard of policy, planned management, 
information guidance, financial revenues and expenditures and the necessary ad- 
ministrative interference. 2) Commercial enterprises must become economic 
bodies with relative independence. They must implement state policies and 
state plans as their basic responsibility and, within the spheres permitted by 
the policies and plans, they must have certain limits of autonomy for carrying 
out business on their own accord so as to attain economic interest on the basis 
of the extent of the accomplishment of their responsobility and economic 
efficiency. 3) The obligation and rights of commercial staff as masters of 
commercial enterprises must be fully affirmed. Commercial staff must work 
according to their utmost ability so as to make contributions for the people, 
serve the people, and be responsible for them. Under this premise they must 
enjoy their rights and exercise the principle of the distribution according to 
work so that they will be able to gain more from more work. 


This situation means that the commercial management across the country is under 
multi-administrative levels, and there are mainly the three big levels of the 
state, enterprises and individuals. Each big level has several levels. For 
example, the state sector is divided into the State Council, with various de- 
partments and people's governments at various levels under its jurisdiction, 
while within commercial enterprises there also exist small levels of commodity 
departments and teams. If socialist unified markets are not under the guidance 
and management of state policies and plans to concentrate the necessary material 
and financial power it would mean that there is no planned economy. In addition, 
if there is no active responsibility and hard work among the hundreds upon 
thousands of commercial enterprises across the country and in the initiative 
and creativity of the more than 10 million commercial staff doing manual labor, 
it would not be possible for the commerce to accomplish its basic tasks of 
serving production and the people. 








According to the above-mentioned analyses, it is imperative for commercial 
enterprises to implement and constantly perfect the business responsibility 
system. The restructuring of the commercial mechanism must start from this 
point and then develop in depth and breadth so as to correctly combine the 
responsibility, rights and interest of the state, enterprises and individuals. 
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PROVINCIAL WORK REPORTS 


RESULTS OF SHANXI PROVINCE 1982 PLAN RELEASED 
Taiyuan SHANXI RIBAO in Ch'nese 11 Jul 83 p 1 


[Text of Shanxi Provincial Scatistical Bureau Communique Regerding the Results 
of the Execution of the 1982 National Economy and Social Development Plan] 


[Text] In 1982, under the leadership of every level of party committee and 
people's government, people in our province further executed the policy of 
adjusting, restructuring, rectifying and elevating our national economy and 
made clear achievements in the national economy as well as in social develop- 
ment. The total annual social output value was 24,53 billion yuan, 14.2 per- 
cent more than the previous year in constant prices. Of this, the total output 
of agriculture and industry was 19.71 billion yuan, an increase of 14.4 per- 
cent over the previous year. The preliminary national income was 10.88 billion 
yuan, an increase of 16.3 percent over the previous year in constant prices. 
The markets were prosperous, basic prices stabie and revenues increased. The 
people's living standard continued to be improved. Since the construction of 
material civilization was developing steadily, that of spiritual civilization 
also made progress. 


1. Agriculture 


In 1982, due to the further execution and consummation of the remuneration 
according to contract responsibility system, which had greatly promoted peasant 
enthusiasm in production, and better weather, there was a big agricultural 
harvest. The total annual agricultural output value was 6.36 billion yuan, 

18.4 percent more than the previous year. Of this, agriculture (crop cultiva- 
tion) was 3.80 billion yuan, 22.9 percent more than the previous year; forestry, 
350 million yuan, 24.1 percent more than the previous year; animal husbandry, 
610 million yuan, 12.6 percent more than the previous year; sideline occupa- 
tions, 1.61 billion yuan, 9.9 percent more than the previous year. 


Most main agricultural products reached the highest level of output in history-- 
the total output of grain reached 16.5 billion jin, an increase of 13.8 percent 
over the previous year, and 3 percent over the all-time high record of 1979; 

the total output of cotton reached 241.65 million jin, an increase of 79.9 per- 
cent over the previous year, and 3.4 percent over the all-time high record of 
1958; the total output of oilbearing crops reached 424.26 million jin, an 
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increase of 75.4 percent over the previous year and 5'!.7 percent over the all- 
time high record of 1980; and the total beet output rexched 453.07 million jin, 
38.5 percent more than the all-time high record of 1981. 


In 1982, the area of forest planted in the entire province was 41.1 million 

mu, an increase of 22.7 percent over the previous year; and number of trees 

planted piecemeal was 226,126,000, an increase of 16.1 percent over the pre- 
vious year. 


By the end of 1982, there were 4.03 million pigs remaining in the pig pens, a 
decrease of 11.0 percent from the previous year; 2.25 million large livestock, 
an increase of 2.7 percent over the previous year; 8 million head of sheep, a 
decrease of 2.9 percent from the previous year. The total] output of pork, 
beef and mutton was 373.13 million jin, a decrease of 9,2 percent from the 
previous year; milk production 71.15 million jin, an increase of 33.1 percent 
over the previous year; wool production 10.38 million jin, an increase of 13.3 
percent over the previous year. 


By the end of 1982, the total power of agricultural machinery in the entire 
provice reached 8.2 million horsepower, an increase of 390,000 horsepower, 5.0 
percent over the previous year. There were 35,641 large and medium tractors, 
an increase of 3.6 percent, 1, 239 tractors over the previous year: 42,974 
small tractors, an increase of 26.9 percent, 9,113 tractors over the previous 
year; 12,271 agricultural trucks, an increase of 29.6 percent, 2,804 trucks 
over the previous year. A total of 1.35 million tons of chemical fertilizer 
(actual amount used) was used in the entire year. Electricity used in villages 
was 1.44 billion kWH, an increase of 2.7 percent over the previous year. 


In 1982, the entire province had 16,496 million mu of paddy field and irri- 
gated land which was 28.3 percent of the total cultivated land. The land cul- 
tivated by machinery reached 22.67 million mu, an increase of 2.6 percent over 
the previous year. 


2. Industry 


In 1982, our province's industrial production kept increasing throughout the 
adjustment and restructuring. The total industrial output value was 13.35 
billion yuan, an increase of 12.6 percent over the previous year, completing 
196.8 percent of the plan. Of the 100 main industrial product items listed in 
the plan, output of coal, electric power generation, steel, steel oroducts, 
pig iron, sulphuric acid, soda ash, chemical fertilizer, synthetic rubber, 
cement, plate glass, mining equipment, metallurgy eauipment, alternating elec- 
tric motors, walking tractors, cotton yarn, cotton fabrics, knit and cotton 
goods, woolen goods, silk fabrics, sugar, cigarettes, bicycles and sewing 
machines was either fulfilled or overfulfilled; and synthetic ammonia, lumber, 
automobiles, tractors, television sets, radios, family laundry machines, 
leather shoes and thermos bottles were among the 30 items whose output plans 
were not fulfilled. 


In 1982, light industry continued to grow at the 9.46 percent annual average 
rate of the last 3 years. The annual total output value was 4.03 billion 








yuan, an increase of 6.2 percent over the previous year. 


main light industry products had a relatively higher growth rate. 


The output of the main light industry products is as follows: 


Item 1982 

Cotton yarn 91,267 
Cotton fabrics 429 ,620 ,000 
Chemical fibers 3,697 
Woolen goods 2,010,000 
Silk fabrics 5 ,680 ,000 
Machinemade paper and cardboard 117,000 
Sugar 17,208 
Crude salt 33,600 
Cigarettes 217 ,400 
Edible vegetable oil 47,200 
Synthetic detergent 31,925 
Bicycles 334 ,800 
Sewing machines 346 ,500 
TV sets 26,700 
Radios 79 ,900 
Family laundry machines 35, 389 
Family refrigerators 536 
Light bulbs 27,692,000 


In 1982, after 2 years of stagnation and decline, the output of our province's 
The total output value reached 9,32 


heavy industry started to rise again. 


tons 
meters 
tons 
meters 
meters 
tons 
tons 
tons 
cases 
tons 
tons 


1982 rate of increase 


over 1981 


The output of most 





nN 
VIN OWFN OO TOUYUFM VY ONAN ws ®D & 
>. . 


NAN F&F as NW 


! 
~4~VYVIiVO A WOWDOWN DW AY @DY A Ow ~J 


—— 


billion yuan, an increase of 15.6 percent over the previous year. 


The output of the main heavy industry products is as follows: 


Item 

Raw coal 

Generated electricity 
Steel 


1982 


145,315,000 tons 
13,690,000 ,000 kWH 


1,500,000 tons 


Pig iron 

Finished steel products 
Coke (machinemade coke) 
Cement 

Sulphuric acid 

Hydrochloric acid 

Soda ash (sodium carbonate) 
Caustic soda 


Chemical fertilizer 
Nitrogenous fertilizer 
Phosphate fertilizer 


1,616,000 
825,000 
1,788,000 
3,124,000 
282 ,000 
24,782 
13,188 
47,215 
424,000 
368,000 
$5,000 


1982 rate of increase 


over 1981 


times 
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1982 rate of increase 





Item 1982 over 1981 
Agricultural chemicals 7,397 tons 22.2 
Plastics 7,845 tons 40.7 
Chemicals 733 tons -19.4 
Calcium carbide 102 ,600 tons %.0 
Mining equipment 6,418 tons 46.2 
Alternating electric motors 635,000 watts 32.5 
Transformers 828,000 KVA 48.8 
Metal-cutting machine tools 724 -13.0 
Automobiles 469 29.6 
Tractors . -79,1 
Small anc walking tractors 1,404 2.5 times 
Railway locomotives 2% - 0.4 


In 1982, the economic benefits of our province's industry increased a little. 
The annual profits gained from the industry and enterprises owned by the whole 
people with independent accountings increased 19,90 percent over the previous 
year, and profits turned over to the state increased 5.5 percent. The profit 
and tax realized per 100 yuan output value incres ed from 20.5 yuan the pre- 
vious year to 20.6 yuan last year. The circulation period of capital shortened 
by 10 days from the previous year and the capital tied up per 190 yuan output 
value dropped from %,9 yuan the previous year to 34.6 yuan last year. The 
labor productivity of all employees increased 8.9 percent over the previous 
year. According to the statistics of the following eight departments of prio- 
rity industries and enterprises--metallurgy, electric power, coal, chemical 
engineering, machinery, construction materials, textiles, of the quality indi- 
cator of the 45 main products, 22 were higher than the previous vear, 6 re- 
mained the same and 17 dropped; of the goods and materials consumption indica- 
tor for the 50 products of the principal units, 31 were lower than the previous 
year, 1 remained the same and 18 rose, 


\. Investment of Fixed Assets 


In 1982, the gross investment of fixed assets in the entire province was 3,45 
billion yuan, an increase of 35.6 percent over the previous year. Included in 
this was 2.52 billion yuan invested by unita owned by the whole people, an in- 
crease of 40.4 percent over the previous year; 530 million yuan Invested by 
unite owned collectively by cities, towns and villages, an increase of 59.5 
percent over the previous year, and 400 million yuan invested by individuals 
from cities, towns and villages for building houses, an increase of 1.2 percent 
over the previous year, 


Of the fixed asneta Inveatment from the untta owned by the whole people, 1.78 
billion yuan was for basic conatruction, an increase of 570 million yuan, 47.5 
percent over the previous year. Included in this was 7467 million yuan from 
investment of the state budget and the use of foreign capital, an increase of 
15 percent over the previous year, The proportion this took from the gross 
investment in basic conatruction dropped from 51 percent the previous year to 








43.3 percent last year: 750 million yuan was self-raised or other Investment, 
an increase of 94.3 percent over the previous year. 


Of the investment in basic construction, 1.02 billion yuan wae in production 
construction, an increase of 39.5 percent over the previous year, 760 million 
yuan was in nonproduction construction, an increase of 59.8 percent over the 
previous year. The proportion of the investment in nonproduction construction 
out of the eatire gross investment in basic construction increased from 39.4 
percent the previous yerr to 42.6 percent last year. 


The total number of construction projects in the entire province reached 2,112 
in 1982, increasing by 1,085 over the previous year. Of these, 626 were fully 
completed and put into production, a decrease of 553 from the previous year. 


There was 1.11 billion yuan of new fixed assets in 1982, an increase of 11.5 
over the previous year. The major increases in productive capacity were: in 
coal, 960,000 tons; chemical fertilizers, 119,900 tons (actual amount used); 
capacity of generating sets, 108,000 KW; transmission lines with more than 
119,000 watt capacity, 118 km; cement, 73,000 tons; chemical fibers, 5,000 
tons; laid mileage of main railway lines newly built, 36.7 km; mileage of new- 
ly built railway put into operation, 92.7 km; newly build roads, 93 km, and 
reconstructed roads, 29.5 km. 


Lack of control over extra budget capital, larger investment scalc, long list 
of projects and bad results contisued to be the main problems of our province 
on the basic construction battlefront. The rate of fixed assets made avail- 
able for use in 1982 dropped from §2.4 percent the previous year to 62.3 per- 
rent last year, The completion rate of house construction dropped from 42.9 
percent the previous year to 41.9 percent last year. 


The extent of exploratory drilling completed in 1982 was 25,000 meters, Coal, 
iron, aluminum and plaster stone were among the eight new minerals for which 
the plan to increase the proven deposits was either fulfilled or overfulfilled. 


4, Transportation, Posts and Telecommunications 


The freight volume transported in 1982 by various modes of transportation was 
21.474 million tons, an increase of 12.8 percent over the previous year. In- 
cluded in this was, railway freight volume, 12.961 million tons; road freight 
volume, 8.513 million tons, an increase of 6,7 percent and 23.9 vercent respec- 
tively, over the previows year. The freight turnover volume was 25,74 hillion 
ton/km, an increase of 8.6 percent over the previous year. Included in this 
was freight turnover volume of railways, 23.78 billion ton/km, and that of 
roads, 2.™% billion ton/km, an increase of 6.5 percent and 35.1 percent re- 
spectively over the previous year, Of the railway freight volume, coal freight 
was 110.4 million tons, of which 99.36 million tons was transported to other 
provinces, making up 85.2 percent and 69.7 percent respectively of the gross 
railway freight volume. 


The total number of passengers transported by vartous modes of transportation 
was 72.16 million people, an increase of 10.7 percent over the previous year. 





Included in this was, 27.53 million people transported by railway, 44.63 mil- 
lion people by road, increasing by 6.4 and 14.5 percent respectively over the 
previous year. The passenger turnover volume was 59.5 billion passenger/km, 
an increase of 10.8 percent over the previous year. Of this, the railway pas- 
senger turaover volume was 4.1 billion passenger/km and the road passenger 
turnover volume 1.85 billion passenger/km, an increase of 8.4 percent and 17 
percent respectively over the previous year. 


The total business volume of posts and telecommunications was 52.141 million 
yuan, an increase of 2.6 percent over the previous year. Compared to the busi- 
ness volume of the previous year, mail increased 2.4 percent, distribution of 
newspapers and magazines increased 1.9 percent, telegrams increased 5.5 per- 
cent, and long-distance calls increased 2.2 percent. 


5. Commerce 


The gross value of commodities purchased by the businesses owned by the whole 
people in the entire province in 1982 was 7.04 billion yuan, an increase of 
12.5 percent over the previous year. Of this, the gross value of goods pur- 
chased domestically was 4.54 billion yuan, an increase of 16.5 percent over the 
previous year, while the gross value of goods purchased from other provinces 
was 2.5 billion yuan, an increase of 5.8 percent over the previous year. As 
for the purchasing of domestic merchandise, the gross value of the purchased 
agricultural and sideline products was 1.7 billion yuan, an increase of 33.0 
percent over the previous year; the gross value of purchased industrial pro- 
ducts was 2.79 billion yuan, an increase of 8.6 percent over the previous year. 
Compared to 1981, increases in the amount of main commodicies bought domestic- 
ally were as follows: grain, 29.3 percent; cotton, 86.7 percent; edible vege- 
table of], 70.5 percent; sugar, 28.5 percent; sewing machines, 46.1 percent; 
television sets, 69.6 percent, and watches, 59.5 percent. 


The total volume of retail sales of social commodities in 1982 was 6.13 bil- 
lion yuan, an increase of 8.5 percent over the previous year; after taking 

into account the rise {in retall sales prices, the real increase rate was 6,2 
percent, Of this, the retail sales volume of the units owned by the whole 
people was 5.19 billion yuan; of the units owned collectively, it was 650 mil- 
lion yuan; of the individual businesses, it was 110 million yuan, and of the 
peasants directly to nonpeasant residents, it was 180 million yuan, an increase 
of 4.0, 48.1, 78.4, and 16.0 percent, respectively, over the previous year. 


Compared to the previous year, the rate of increase of the social retail sales 
volume of the main consumer goods in 1982 was as follows: grain, 12.3 percent; 
edible vegetable oil, 43.4 percent; cotton fabrics, 9.0 percent; woolen fabrics, 
2.7 percent; radios, 3.9 percent; watches, 21.0 percent and bicycles, 2.4 
percent. By the end of 1982, the total value of the commodities kept in stock 
hy the businesses owned by the whole people increased 13.9 percent, over the 
previous year, 


The total level of the purchasing prices of agricultural and sideline products 


! j 


increased 4.5 percent over the previous year {n 1982 In the entire province. 
The total level of retail sales prices in the whole year increased 2.2 percent 











over the previous year; of this, 2.4 percent in the cities and 2.9 percent in 
the villages. Among the retail sales prices of various kinds of consumer goods, 
clothing decreased 1.2 percent, daily necessities decreased 0.8 percent, fuels 
basically remained the same, food increased 4.2 percent and medicines increas- 
ed 0.8 percent. 


6. Foreign Trade and Tourism 


The value of total exports and transfers of foreign trade in the entire pro- 
vince was 580 million yuan in 1982, an increase of 6.1 percent over the previous 
year. Of this, the total value of goods exported directly from our province 
was 63.67 million yuan, an increase of 25.6 percent over the previous year. 
There {s a new change in the structure of goods exporting. The total export 
value of industrial and mining industry products increased from 73.6 percent 
the previous year to 81.6 percent last year. Agriculture and sideline products 
dropped from 26.4 percent the previous year to 18.4 percent last year. Com- 
pared to the previous year, furfural, vulcanized soda [Na7S], cotton yarn, 
paper, enamelware and fresh silk worm cocoons were among those goods whose ex- 
port volume grew on a large scale. 


The total number of people received in 1982 by our province's tourism system 
was 20,102, an increase of 2.6 percent over the previous year, including self- 
paid tourists from 17 countries and regions--foreigners, overseas Chinese, 
fellow countrymen from Hong Kong and Macao, fellow countrymen from Taiwan and 
Chinese with foreign nationalities. Of these, 16,669 were foreign tourists, 

an increase of 11.0 percent over the previous year; 3,433 were overseas 

Chinese and fellow countrymen from Hong Yong and Macao, a decrease of 25.0 per- 
cent from the previous year, Converted to RMB, the amount of foreign currency 
received in the whole year was 2,966,000 yuan, an increase of 2.0 percent over 
the previous year, 


7. Scetence and Technology, Education and Culture 


The number of natural sciences technicians in the units owned by the whole 
people in the entire province reached 6,899 in 1982, an increase of 20.1 per- 
cent over the previous year. There were 372 items which were important 
achievements in scientific and technological [S&T] research, an increase of 
15.5 percent over the previous year. Of these, those receiving the national 
award for inventions and creations increased from 1 the previous year to 9 
last year; those receiving awards for important achievements in scientific 
research reached 217, an increase of 6.9 percent over the previous year. In 
the entire province there were 229 {tems aiming at popularization of S&T which 
gained rewards from the provincial people's government. 


In 1982, 9,911 students enrolled in the general high schools, an increase of 
1,175 students over the previous year; 14,172 students graduated, an increase 
of 10,263 students over the previous year; there were 31,733 nongraduating 
enrolled students, a decrease of 5,242 students from the previous year. There 
were 8,187 students enrolled in the adult higher education system (including 
broadcasting and television universities, corresponder -e universities, evening 








universities, staff and workers universities), 5,584 students graduated and 
there were 12,824 nongraduating enrolled students in the entire year, an in- 
crease of 1,553 students over the previous year. 


There were 1,557,000 nongraduating enrolled students in general middle schools, 
technical secondary schools and technical and industrial students in 1982. 

Of these, 1,504,000 general middle school students, a decrease of 92,000 stu- 
dents from the previous year; 38,608 were technical secondary school students, 
a decrease of 3,748 students from the previous year; and 14,232 were technical 
and industrial school students, a decrease of 2,098 students. The number of 
nongraduating enrolled students of agricultural and vocational secondary 
schools was 26,396, an increase of 1,718 over the previous year. The total 
number of students in the above-mentioned middle schools was 1,583,000, a de- 
crease of 96,000 from the previous year. 


There were 3,821,000 nongraduating enrolled primary school students in 1982, a 
decrease of 70,000 students from the previous year. There were 5,755 kinder- 
gartens in the entire province, 489,000 students enrolled, a decrease of 15,000 
students from the previous year. 


There were 5,012 movie projection units, 178 groups giving artistic performances 
of various kinds, 129 art galleries and culture centers of the masses, 91 pub- 
lic libraries and 16 museums in the entire province in 1982. In the entire 
province there were 2 broadcasting stations, 11 broadcasting transmitters and 
relay stations, 1 central television station and 12 television transmitters and 
relay stations which were more than 1,000 watts. There were 216 million copies 
of provincial, local and city firstclass newspapers published, an increase of 
27.1 percent over the previous year, 246,22 million copies of various kinds of 
magazines published, an increase of 24.95 percent over the previous year and 
95.65 million copies of all sorts of books published, a decrease of 1.2 percent 
from the previous year. 


8. Health and Sports 


By the end of 1982, the number of hospital beds in the entire province reached 
76,399, an increase of 2.8 percent over the previous year. There were 100,160 
professional health technicians, an increase of 4.8 percent over the previous 
year. Of these, 23,006 were doctors, 21,540 were practitioners possessing 
secondary medical school education, and 11,215 were nurses, an increase of 5.9, 
2.4, and 11.5 percent, respectively, over the previous year. 


In 1982, our province held a total of 893 competitions at the county level and 
above; 286,900 person-time athletes participated in the games and 99 new pro- 
vincial records were set. In the national contests, our province's athletes 
set & new national records, and received 44 gold medals. There were 226,000 
youths in our province who attained the "national physical training standard.” 


9. Labor Erployment 


In 1982, the entire province arranged jobs for 108,000 youths waiting for em- 
ployment, and assigned jobs to 41,900 college and technical secondary school 








graduates. By the end of the year, the entire province had 3,264,000 staff 
and workers, an increase of 79,900 over the previous year. Of these, units 
omed by the whole people had 2,635,000 staff and workers, units owned collec- 
tively by the cities and towns had 79,000 staff and workers, an increase of 
46,000 and 33,000 respectively over the previous year. 


By the end of 1982, there were 26,648 individual laborers in the cities and 
towns of the entire province, an increase of 8,593 people over the previous 
year. 


10. People’s Lifestyle 


In 1982, based on the development of production, the lifestyle of our pro- 
vince's people, both in the cities and the villages, made a definite improve- 
ment again. According to a survey sample of the income and expenses of 600 
peasant families from 20 counties, the peasants’ mean annual net income was 
227.2 yuan, an increase of 21.0 percent over the previous year, allowing for 
noncomparable factors. Among the households surveyed, the proportion of those 
with 500 yuan of annual net income per person increased from 1.2 percent the 
previous year to 3.7 percent last year. Every 100 commune member households 
owned an average of 75 bicycles, 56 sewing machines, 49 radios, 70 watches, an 
increase of 11.6, 28.3, 45.0, and 28.9 percent, respectively, over the previous 
year. 


In 1982, the total wages of the entire province's staff and workers as 2.51 
billion yuan, an increase of 8.0 pereent over the previous year. Of this, the 
total wages of staff and workers of units owned by the whole people was 2.15 
billion yuan, and that of staff and workers of units owned collectively by the 
cities and towns was 360 million yuan, an increase of 7.2 and 12.6 percent, 
respectively , over the previous year. Of the entire province's staff and 
workers’ total wages, 290 million yuan was for bonus and extra wages for pro- 
duction over quota, an increase of 21.7 percent over the previous year. 


The average cash wages of the entire province's staff and workers was 786 yuan 

in 1982, an increase of 2.8 percent over the previous year. Of this, the aver- 
age cash wages of staff and workers of units owned by the whole people was 830 

yuan, while that of staff and workers of units owned collectively by the cities 
and towns was 601 yuan, an increase of 3.5 and 1.3 percent, respectively, over 

the previous year. 


The living standard of people in the cities improved again in 1982. According 
to the income and expenses survey sample of 380 staff and worker families from 
4 cities, the annual average income available to meet living expenses of every 
staff and worker was 403.2 yuan, an increase of 8.9 percent over that of the 
previous year, which was 370.3 yuan. Deducting the factor of the rise of 
price index of the staff and workers’ living expenses, the actial income in- 
creased 6.6 percent. 


The savings deposits balance of the city and village people in the entire pro- 
vince was 2.196 billion yuan by the end of 1982, an increase of 31.6 percent 








over the previous year. Of this, 1.184 billion yuan was the balance of citv 
and town people's savings deposits and 1.012 billion yuan was that of village 
people's savings deposits, an increase of 24.8 and 40.5 percent, respectively, 
over the previous year. 


The completed area of the newly built houses by the units owned by the whole 
people and those owned collectively by the cities and towns in the entire pro- 
vince was 2.977 million square meters, an increase of 670,909 square meters 
over the previous year. The area of the constructed houses by commune members 
of the village was approximately 1.45 million square meters, an increase of 
360,900 square meters over the previous year. 


Social care for the lonely, the aged, the handicapped and the young who had 
nobody to depend on was enhanced in 1982. The number of people supported by 
the village collective economy was 35,849. Of these, 1,942 old people were 
supported in the old folks’ home, an increase of 2.8 tires as many as the pre- 
vious year. There were 11 social welfare residences and children's welfare 
homes in the cities and towns, where 569 people were taken in. 


11. Population 


The population of the entire province was 25.46 million by the end of 1982, an 
increase of 372,000 over the previous year. 


In 1982, the birth rate was 21.07 percent, death rate, 6.64 percent, and the 
natural rate of increase, 14.43 percent, 
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ACGREGATE ECONOMIC DATA 


BRIEFS 


SHANDONG ENTERPRISE DEFICITS--Taian Prefecture, Shandong Province achieved re- 
markable results in changing deficits to profits. From January to September, 
money-losing state-run enterprises decreased from 25 in 1982 to nine and the 
amount of deficits was reduced from 4.83 million yuan to 1.i million yuan--a 
drop of 77.2 percent. Dongping, Ningyang, Pingyin and Feicheng counties and 
machinery, electronics, second light industrial and communications bureaus 
succeeded in ending deficits. [Summary] [SK030110 Jinan Shandong Provincial 
Service in Mandarin 2300 GMT 23 Oct 83] 


SHANDONG INDUSTRIAL OUTPUT--In the third quarter of 1983, the total industrial 
output value of Shandong Province has shown increases over that of the corres- 
ponding 1982 period by 10.4 percent. In the January-September period, the pro- 
vince fulfilled its annual industrial output value plan by 76.7 percent, an 
increase of 9.23 percent over the correspouding 1982 period. As of the end of 
September, the coal production of the province increased 2.4 percent as compared 
with the corresponding 1982 period, overfulfilling the assigned plan by 560,000 
tons and the province fulfilled the annual electric energy production plan by 
16.9 percent, showing an increase of 6.6 percent. [Summary] [Jinan DAZHONG 
KIBAO in Chinese 11 Oct 83 p 1 SK] 


STEEL PLANTS--In the past 8 months of 1983, six key iron and steel plants in 
Shandong Province earned some 33 million yuna of profits, an increase of 150 
percent over the corresponding 1982 period. The Jinan No 2 Iron and Steel 
Plant, one of the province's key money-losing enterprises which incurred 
deficits totalling 72.6 million yuan in the past 13 years, earned 580,000 yuan 
in profits in the first 8 months of 1983. [Summary] [SK030105 Jinan DAZHONG 
RIBAO in Chinese 29 Sep 83 p 1] 


LIAONING LIGHT, TEXTILE INDUSTRY--From 1980 to the first half of 1983, Liaoning 
Province spent over 730 million yuan of funds on technical transformation among 
light and textile industry. Some 21 trades, including food, plastics, electric 
appliance for family use, textile and clothing have conducted technical trans- 
formations, over 730 items have been transformed, and over 42,500 equipment has 
been replaced. [Summary] [SK020340 Shenyang LIAONING RIBAO in Chinese 2 Oct 
83 p 1] 
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ECONOMIC MANAGEMENT 


JILIN ADOPTS MEASURES TO TURN LOSSES INTO PROFIT 
HKO90605 Beijing JINGJI GUANLI Chinese No 10, 5 Oct 83 pp 14-15 


[Article by Jilin Provincial Economic Commission: "Jilin Province Adopts 
Effective Measures To Turn Enterprise Losses Into Profits] 


[Text] In their response to the call of Jilin Provincial CPC Committee to 
eliminate enterprise losses in 1 to 2 years and basically improve the economic 
situation, the provincial departments concerned have made the following arrange- 
ments to help industrial enterprises get rid of economic losses in their 
business. 


I. Treat Turning Losses and Increasing Profits as a Key in Consolidating 
Enterprises 


The various works of consolidating enterprises must be carried out around the 
center of improving economic efficiency, turning losses and increasing profits. 
This is because only when a good job has been done in turning losses is it 
possible for us to carry out the consolidation of enterprises effectively. 

This year, the province has planned to consolidate the 151 enterprises that are 
losing money instead of making profits and these enterprises must be consoli- 
dated well one after another. The consolidation of such enterprises must have 
a definite goal and they must also get rid of losses during a definite period. 


First, the enterprises that are characterized by bad management, high consump- 
tion, serious waste and low quality and unsalable products and that have the 
capacity to make improvement during a fixed period must be consolidated and they 
must be able to get rid of losses during a definite period. After consolidation, 
they must in general be able to turn losses into profits before the end of this 
year; a few enterprises that cannot fulfill this task may have a time extension 
to next year so that they will still have chances to turn losses into profits. 
But if they still fail to get rid of losses, they will be closed down, suspended, 
merged or shifted to other production. 


Second, the enterprises that are characterized by such aspects as their pro- 
duction exceeding sales, products that are unsalable and stockpiled, irrational 
production scale and backward economic technology, poorly maintained equipment 
that has consequently resulted in failures in maintaining normal production, 
old-type, low quality and unsalable products, inability to produce new products, 











and heavy losses, must have their production suspended so that they will be able 
to carry out consolidation. These enterprises must be able to improve their 
technical level during a defined period, improve production conditions, and 
study and turn out new products so as to create conditions for eliminating 
losses. Under this premise, they can restore production after checking and 

with approval. 


Third, the enterprises that have suffered losses for a long period and that 
neither have conditions for shifting to other production nor prospects for re- 
forming, and that will suffer still more serious losses if they continue with 
their business, must be resolutely closed down. 


A number of small textile mills must take the necessary measures to improve 
their technology and raise economic efficiency. If, by the end of this year, 
they still continue to suffer losses, they have no alternative but to suspend 
their production or be turned into collective undertakings with their own 
responsibility for both losses and profits. The province will stop giving 
subsidies to such mills next year. 


Small paper mills must transform the structure of their products and raw 
materials by the end of this year and they must turn losses into profits. Thie 
mills that fail to meet these requirements during the period must be closed 
down or suspended. 


Before the end of this year, small nitrogenous fertilizer plants must meet the 
norms of consumption that are defined by the Ministry of Chemical Industry. 
The factories that continue to suffer losses must be closed down or suspended. 


In the metallurgical trade, the small mines that are under the management of 
counties must be handed down to people's communes and production teams. Some 
may take the form of state-production team joint ventures, with their products 
handed over to the state, with workers’ positions remaining unchanged and with 
rational distribution of profits. In future, the recruitment of workers must 
be carried out through contracts, or people's communes may send their members 
to work in such mines in ortation. The mines with poor resources that have no 
prospects at all must be closed down if they cannot get rid of losses in 2 years. 
Small smelting factories with high consumption and heavy losses must carry out 
their production within a certain limit and they will be closed down or sus- 
pended if they fail to eliminate losses by the end of the year. 


All the bureaus under provincial jurisdiction must work out plans for consoii- 
dating the enterprises under their management and the plans must be implemented 
before the end of the year. Measures must be taken to gradually organize pro- 
duction in definite units so as to avoid blindness in making development and 
repetitious production. In future, the opening of state-owned industrial enter- 
prises (as well as closing down, suspending, merging and shifting to other pro- 
duction) must be checked and agreed upon by provincial management departments 
concerned and with approval from the provincial economic commission. Otherwise, 
no commercial and industrial departments, banks, or financial departments are 
allowed to issue licenses to such enterprises or open accounts. The enterprises 
that have been defined as no longer designated production units, must suspend 
their production and if they continue with their production, they are not en- 
titled to get bank loans and there will be no financial subsidy when they have 
uffered new losses. 











2. Implement Certain Policies That Are in the Interest of Activating Enter- 
prises and Encourage Them To Eliminate Losses 


First, the enterprises that are able, during a limited period, to meet the 
task of decreasing losses or to turn losses into profits in advance, will be 
permitted to decrease losses by stages or they will continue to receive sub- 
sidies for losses; those that are able to turn losses into profits will be 
exempted from income tax. 


Second, the enterprises that have signed contracts for decreasing losses will 
get the same amount of subsidy if they are able to decrease losses but the 
subsidy will be abolished if their losses exceeded the set limit. 


Third, the enterprises that have suffered losses because of policy this year 
will be given subsidy on the basis of the quotas of production. They will be 
given more subsidy for more sales and less subsidy for less sales. Surplus 
profits are to be retained by the enterprises themselves. They have to be 
responsible for over-limit losses. This measure will encourage the enterprises 
to produce and sell more. The part of the subsidy for exceeding basic contract 
figure will be covered by the province. 


All the enterprises that have suffered losses because of policy must eliminate 
the losses that are caused by backward management. Beginning next year, the 

amount of the subsidy will in general be decreased by 10 to 20 percent annually 
with the introduction of a responsibility system for decreasing losses gradually 
in 35 years. 


Fourth, the coal mines at county (city) level that have been handed down to 
people’s communes and production teams will have their original fixed-norm 
subsidy abolished. Those with temporary difficulties will be given a certain 
amount of subsidy by provincial departments concerned; the coal mines of county 
(city) level that are carrying out production collectively will be totally 
responsible for losses and profits. The mines that are not in a position to 

be responsible for losses and profits in 1 to 2 years will be given subsidy by 
the counties (cities) where they are located. For county (city) level coal 
mines that are handed down or have their management method changed, their 
original contracted basic figure that is defined by county (city) will not be 
readjusted; all the money that has been saved through decreases of losses must 
belong to the county concerned. The county (city) will be responsible for any 
increases in losses. The coal] mines that are still receiving subsidy on the 
basis of losses per ton of coal must apply the third regulation mentioned above. 


Fifth, the small enterprises that are suffering losses and which have fixed 
assets below 1.5 million yuan of the original value may introduce the method of 
signing contracts for collective production, collective management, or respon- 
sibility for losses and profits. These enterprises will be exempted from in- 
come tax for | year after they have turned losses into profits. They have to 
pay tax in the second year but will be freed from the payment of contracted 
responsibility. These enterprises are in a position to recruit workers accord- 
ing to their own needs, and to select factory directors demo ratically and they 
have the right to refuse to employ persons that they consider to be unnecessary. 








These enterprises are also in a position to disperse their own business and 
reorganize themselves and they may as well introduce such methods as floating 
wages or implement wage systems with collective ownership and awarding methods. 


Sixth, the enterprises that are closed down or suspended are allowed to organize 
their workers to carry out such temporary collective undertakings as processing 
parts, repairing and services by leasing the original workshops, equipment, or 
goods but with their own responsibility for losses and profits. Payments are 
required for leasing state fixed assets. The goods used can be paid for in 
installments. During this period, workers still maintain their position as the 
workers of the enterprises with the ownership by the whole people and their 
length of service will continue. 


Seventh, the technical reform and technical progress of the enterprises that 

are suffering from losses must be supported. Overall planning and unified 
arrangement must be made for the funds that are needed in technical reform by 
the enterprises that are needed in the development of the national economy and 
people’s livelihood, and that have good prospects. The funds must be resolved 
in a planned way, step by step and according to importance. But first of all, 
the funds must be raised through the reform funds of the enterprises themselves, 
the efforts of various levels and the retention of county-level industry. 
Financial departments must support those projects that require fewer investments, 
bring quicker results, and are able to recover the investments in the same year 
within the norms of the contracted responsibility for losses and, after inves- 
tigations are made, by way of allowing such projects to return goods to ware- 
houses in advance. With regard to the projects that require more investments, 
it is necessary to report to the related provincial departments the requirement 
of the funds that are needed for tapping potential, reforming and transforming 
so that the funds can be resolved in a unified way. 


Eighth, CPC secretaries, factory directors, and other persons that have made 
contributions in saving enterprises and turning losses into profits in advance 
must be rewarded according to the awarding method defined by the state for those 
who have made contributions in improving technology and making rational proposals. 


Ninth, the provincial government must commend the counties, cities, trades and 
bureaus that have been able to eliminate business losses while city and county 
leadership and the staff of management departments that have made outstanding 
contributions must be awarded with bonus as encouragement. 


4. There Should Be a Strict Demand in the Work of Eliminating Losses 


First, various places, departments and enterprises must guarantee to realize in 
time the planning defined by the province for eliminating losses. Those that 
have failed to realize the planning are not in a position to retain that part 

of the reduced losses according to the planning worked out earlier in the year. 
With the exception of particular enterprises with provincial approval, the 
above-plan losses of units and enterprises that are excluded from planning 

will not be acknowledged by financial departments at various levels, nor can this 
part of the losses be refunded by treasury. 














Second, the enterprises that have failed to eliminate losses in due time will 
be closed down, suspended, merged or shifted to other production and their will 
neither be subsidy nor readjustment of wages. 


Third, the results of the enterprises in turning losses into profits must be 
reported truly; the enterprises that make faise reports must refund all the 
money they got illegally while the enterprises and leading members of the 
departments concerned must bear responsibility. Under serious conditions, they 
may bear responsibility legally. 


4. Strengthen Leadership Over the Work of Eliminating Losses 


Responsible comrades of the governments (administrative offices) and industrial 
management at various levels and financial departments must grasp the work of 
eliminating losses personally. They must assign people and set up teams to be 
responsible for this work. The work of turning losses into profits must be 
based on the responsibility system, with various levels and departments being 
responsible. This work must be carried out according to the planning of various 
trades and enterprises and must be completed in due time. Certain persons or 
specialized teams must take the responsibility for helping the enterprises with 
heavy losses. 


Leadership must be strengthened over the organizing and classifying of the work 
of eliminating losses, and various places and departments must sum up the ex- 
periences on the basis of the situations as pointed out in the reports made by 
higher organs about the development of the work, and must study and resolve the 
actual problems and the problems with regard to policy that they met in carry- 
ing out the work so as to quicken the pace of eliminating losses. The provin- 
cial economic commission and financial bureau must announce the results of the 
work of all enterprises in eliminating losses on monthly basis. 
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FINANCE AND BANKING 


BRIEFS 


SHANDONG BUSINESS TAXES--In the past 9 months of 1983, Shandong Province 
received 39.8 million yuan of market business taxes, an increase of 

135 percent over the corresponding 1982 period. [Excerpt] [Jinan Shandong 
Provincial Service in Mandarin 2300 GMT 27 Oct 83 SK] 


SHANDONG TAX, FINANCIAL INSPECTION--Shandong Province's financial and tax 
inspection is in full swing. By the end of September, 33,000 key enterprises 
and 80,000 individual industrial and commercial households had been checked 
and more than 52 million yuan of tax evasion and retention of profits had 
been discovered. [Summary] [Jinan Shandong Provincial Service in Mandarin 
2WO0 GMT 28 Oct 83 SK) 


SHENZHEN BANK DEPOSITS INCREASE--This year, the amount of money deposited in 
the banks by the rural areas of Shenzhen continues to grow. By W September, 
the commune members in the rural areas of Shenzhen and the enterprises run 
by the communes or brigades had about 200 million yuan in the banks, an 
increase of 375 percent over that in 1977, before the establishment of the 
special economic zone. Of this 200 million yuan, 132 million yuan are the total 
savings deposit of the commune members, an increase of 400 percent over that 
in 1979, or an increase of more than 37 million yuan over that at the end of 
last year. Reckoned according to the total rural population, the average 
household savings deposit amounts to 2,162 yuan and the per capita savings 
deposit amounts to 601 yuan. [Text] ([HKO41501 Guangzhou Guangdong Provincial 
Service in Mandarin 2300 CMI 2 Nov 83 HK] 
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INDUSTRY 


BRIEFS 


JLLIN SUGAR REFINERY EXPANSLON--The expansion project of the Xinzhonggou Sugar 
Mefinery, the first item of technical cooperation projects between China and 
Denmark, was completed in the outskirts of Jilin City, Jilin Province. A 
ceremony to mark iis wompletican was neld on 29 October. The expansion of 

this sugar refinery will enable its daily beet processing capacity to increase 
from the previous 1,500 tons to 3,000 tons and to conserve 38 percent of coke 


annually. [Summary] [SKO020327 Changchun Jilin Provincial Service in Mandarin 
LOW GMT 29 Oct 83 SK] 
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CONSTRUCTION 


BRIEFS 


LIAONING NEW WHARFS--The State Council and the State Planning Commission in 
mid-October officially approved the construction of two wharfs on (Heshang) 
Island on Palian Bay. As one of the key construction projects of the state's 
Sixth 5-Year Plan, the two wharfs will be built simultaneously with planned 
investment of 200 million yuan in 3 years. Designing and early-stage prepara- 
tion for the construction have begun. One of the wharfs is for coal loading 
and unloading with a 10,000 ton-class deep-water berth and loading and unload- 
ing equipment with a capacity of 3 million tons. The annual loading and un- 
loading capacity of the wharf will be 5 million tons. The other is a wharf 
exclusively for loading and unloading dangerous articles with a 30,000 ton- 
class deep-water berth and an annual capacity of 400,000 tons. [Summary]! 
[Shenyang Liaoning Provincial Service in Mandarin 1100 GMT 30 Oct 83 SK] 
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FOREIGN TRADE 


XLAMEN SPECIAL ECONOMIC ZONE MAKES FRESH HEADWAY 
0WO41013 Fuzhou FUJLAN RIBAO in Chinese 17 Oct 83 p 1 


|\Excerpts|] With the gradual improvement in the various basic facilities in 
the Xiamen Special Economic Zone, the number of businessmen coming to 
Aiamen to negotiate contracts and investments this year has increased. In 
the past 2 years and more, more than 900 businessmen from 32 countries and 
reyions have been received, and negotiation for more than 400 transactions 
have been concluded, 29 individually financed transactions. Joint ventures 
or other cooperation projects have been signed, with a total foreign invest- 
ment of more than $US150 million. Among these transactions, 18 formal 
contracts and agreements were signed in the period from January to September 
this year, 6 times the number in the same period last year. Investment for 
these contracts and agreements totaled more than $US110 million, 5 times that 
of the previous 2 years, showing preliminary success in inducing foreign 
investments. 


This headway in foreign investment in Xiamen this year is manifested by the 
following: 


--Negotiation of transactions has developed from a limited, singular type to 
an extensive group type, allowing various companies to participate in larger 
transaction opportunities. 


-The rate of success in negotiation has become greater, and the amount of 
investment has markedly increased. 


--Interest of businessmen in building plants in the Huli processing zone has 
increased. 


--The structure of transactions under negotiation has changed, as the propor- 
tion of industrial transactions became larger. In 1981, tourist projects 
rated first among transactions concluded, whereas industrial transactions 
were few. Last year, the number of industrial transactions increased, and 
15 of the 18 transactions this year are industrial. 


--The form of cooperation in transactions under contract has developed from 
4 lower level to a higher. 








~-The number of visitors from the United States, Jap@m and some industrially- 
developed countries in western Europe has increased. In the 2 years prior 

tou 1963, businessmen coming to Kiamen from Hong Kong for negotiation of 
transactions were in the majority, while those from the United States, Japan 
and Western Europe this year account for more than half the total number of 
visitors. This reflects the attraction of the Xiamen Special Economic Zone. 
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POREIGN TRADE 


BRIEFS 


SHANDONG TOURIST SERVICE--Shandong Province's first regional investigation 
on international tourist service ended in Qufu County on 23 October. Some 

3/7 tourist agents from 12 countries and regions participated in this investi- 
gation. They visited plants, rural areas, scenic spots, and places of 
uistorical interests. This investigation will be conducive to promoting 
tourism and friendship between the province and the tourist circles. The 
provincial tourist bureau held a cocktail party to bid farewell to the 
domestic and foreign guests on the evening of 23 October. [Summary] 

[Jinan Shandong Provincial Service in Mandarin 2300 GMI 23 Oct 83 SK] 


HUNAN LNVESTMENT COMPANY--The board of directors of the Hunan Provincial 
International Trust and Investment Company was established in Changsha on 

25 October. The board of directors held its first meeting. Governor Liu Zheng 
attended the meeting and spoke. The meeting decided that the future main 

tasks include importing foreign capital and advanced technology and equipment 
and setting up joint ventures. [Summary] [HKO11438 Changsha Hunan Provincial 
Service in Mandarin 2310 GMT 25 Oct 83 HK] 
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DEFENSE INDUSTRY URGED TO MAKE CIVILIAN GOODS 
OW040455 Nanchang Jiangxi Provincial Service in Mandarin 1100 GMT 29 Oct 83 


[Station commentary: "There is A Very Promising Future for Defense Industry 
in Developing Production of Civilian Goods”) 


[Excerpts] The provincial conference on production of civilian goods by depart- 
ments of science, technology and national defense industry, which concluded to- 
day, earnestly summed up the achievements and experience of Jiangxi's defense 
industry enterprises in developing production of civilian goods. In particular, 
it studied the question of how to further utilize the advantages of these enter- 
prises to create a new situation in producing civilian goods on the principle 

of combining military and civilian work. 


In recent years the departments of science, technology and national defense 
industry in our province have seriously implemented the principle of combining 
military and civilian work and turned out goods for civilian use while ensuring 
the fulfillment of their military production plans. They have achieved gratify- 
ing results in changing their orientation from meeting a single need to serving 
numerous purposes, including development of basic industries, supply of light 
industry products required by the market and promotion of exports in addition 

to national defense construction. This eloquently proves that the party Central 
Committee's principle of combining military and civilian work is entirely 
correct. 


At present there are some problems worthy of our attention with regard to the 
production of civilian goods by defense industry enterprises in our province. 
For example, some enterprises act arbitrarily in planning for the production of 
civilian goods. Others fail to utilize their advantages effectively, making a 
large variety of products instead of concentrating on their specialty. As a 
result, their products are not competitive on the market and their work does 

not yield good economic benefits. It is, therefore, a glorious and urgent 

task for the defense industry enterprises to give full scope to their advantages 
and to strive to produce good-quality and marketable civilian goods for the 
purpose of raising the economic benefits of their worx. 


What are the advantages of our defense industry enterprises? First, they have 
a relatively strong technical force; second, they have fairly good equipment; 
and third, they have sound procedures for ensuring quality control and have a 





strict management system. To turn these advantages into assets for society and 
a strong force to accelerate the advance of the four modernizations, these 
enterprises should discard the idea of doing nothing while enjoying what others 
turn out, carry forward their initiative and creative spirit and, based on the 
needs of national economic development, produce selectively those civilian 
goods that require similar technologies as the military products they turn out. 
Only thus can they avoid arbitrariness and achieve better results in serving 
the needs of key national economic construction and the requirements of tech- 
nical transformation. Only in this way can they help develop the economies of 
their respective localities, satisfy the people's daily needs and serve the 
purpose of expanding exports. 


In our province, defense industry enterprises are scattered over various local- 
ities. If each worked its own way in developing the production of civilian 
goods, it would have to spend more funds without, however, achieving quick re- 
sults. To meet competition and to advance in the course of reform, the defense 
industry enterprises must do away with the idea of “being big and all-embracing™ 
or “being small but all-embracing." They must take resolute steps to develop 
production on the basis of extensive coordination among specialized units. 
Coordination of production projects will certainly bring out their superiority 
and display their might as long as positive efforts are made to support, improve, 
consolidate and develop then. 
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SHIJIE JINGJI ON MARX, ‘BOURGEOIS’ ECONOMICS 
HKO21157 Beijing SHIJIE JINCJI in Chinese No 9, 10 Sep 83 pp 1-7 


[Speech by Xu Dixin [6079 3321 2450] entitled "Marx's Scientific Attitude 
Toward Bourgeois Economic Thoughts,” delivered to the 2d National Colloquium 
of the Institute of Foreign Economic Theories--date, place not given] 


[Text] This year is the centenary of the passing away of Marx, a teacher of 
world proletarian revolution and founder of scientific socialism. Over the 

past century, earth-shaking changes have occurred all over the world and in 
China. This fact is closely related to the orientation of his anticipation of 
the development of human society. The success of China's revolution has pre- 
cisely resulted from a close integration of universal Marxist truths with China’s 
actual condition. 


In the realm of the sciences, Marx's contributions to human scciety are great 
and many-sided. I am going to discuss his scientific attitude toward bourgeois 
economic thoughts. Our comrades are experts in studying the economic thoughts 
of the West and have a good grasp of the method of studying how Marx dealt with 
those economic thoughts. In this regard, I can only put forth some crude views 
for our comrades to comment on. 


Marxist philosophy, political economics and scientific socialism were not 

created by a single individual who shut himself in a room. In "The Three Sources 
and The Three Component Parts of Marxism,” Lenin said: "Marx's theory is the 
legitimate successor to the best that was created by humanity in the 19th century 
in the shape of German philosophy, English political economics, and French 
socialism.” In carrying forward German philosophy, English classical political 
economics, and French socialism, Marx critically assimilated them instead of 
uncritically accepting everything. 


In this thesis, I will not make an overall study of the three sources and the 
three component parts of Marxism. Instead, I will analyze how, in studying 
basic questions in political economics, namely, value, surplus value and pro- 
duction price, Marx criticized the English classical school's mistakes, overcame 
the limitations of that school's theory, resolved some contradictions which 
English classical economics could not resolve, and founded a school of political 
economics which is full of combat power and vitality. 








l 


The English classical school represented by Adam Smith and David Ricardo made 
enormous contributions to the theory of value, because they laid the foundation 
for the labor theory of value. However, the labor theory of value presented by 
both Smith and Ricardo had defects and contained unresolvable contradictions. 
Adam Smith put forth the correct viewpoint that expended labor constitutes “real 
price.” However, he also simultaneously put forth some nonscientific viewpoints 
which are absolutely contradictory to the concept of expended labor, such as the 
"theory of purchased labor," the “theory of composition of income," and so on. 
Thus, he created an opportunity for the subsequent development of the vulgar 
school. In this regard, Ricardo was much cleverer than Smith. He negated the 
"theory of purchased labor" and the “theory of composition of income,” but 
affirmed Smith's scientific viewpoints about expended labor. Moreover, he 
developed these viewpoints into a brilliant theory of value on behalf of the 
classical school of bourgeois economics. 





Adam Smith's three different but coexisting viewpoints concerning value con- 
flicted with one another. Ricardo's labor theory of value resolved this diffi- 
culty. The significance of this advance in the theory of value should not be 
underestimated. However, like Adam Smith, Ricardo considered the capitalist 
production of commodities as a perpetual system of human society. He confused 
the difference between value and exchange value, between phenomena and essence. 
Therefore, he neither understood human beings’ general abstract labor nor under- 
stood that the quantities of different categories of commodities (different use 
values) are commensurable only if they are converted into the same abstract 
labor, measured by the same unit. Moreover, Kicardo erroneously regarded the 
labor necessary for producing a certain quantity of commodities under the most 
inferior conditions as the socially necessary labor. Thus, the difference in 
the quantity of necessary labor between agricultural products and industrial 
products is confused. 


Marx overcame the defects and contradictions inherent in Ricardo's theory of 
value. He rigorously proved and thoroughly developed, the labor theory of 
value. He not only proved that capitalist production is a historical social 
system, but also proved that the production of commodities is also a historical 
econor.c category. He proved that a commodity's value and exchange value are 
two closely related but different things. A commodity's value is the essence, 
but exchange value is the form in which value appears. He proved that although 
the substance of a commodity's value is the quantity of labor expended in pro- 
ducing it, a commodity's value is not determined by the quantity of labor ex- 
pended by the individual producers who produce it, but is determined by the 
quantity of socially necessary labor expended in producing it. In this way, 
the labor theory of value has become an irrefutable truth in political economics. 


Adam Smith's so-called “theory of purchased labor" was accepted by Malthus et al. 


His so-called “theory of composition of income” was accepted by Say and others. 
Malthus, Say and others used Smith's vulgar viewpoints in the theory of value 
4s a weapon against the labor theory of value. They exhausted ali their efforts 


on this question. However, their firepower, which was directed against the 
labor theory of value, soon vanished like a puff of smoke. Of course, the 








bourgeoisie and their mouthpieces in economic theory did not give up so easily. 
The so-called “marginal utility theory of value," put forth in England in the 
1870's by Jevons and others and consummated at the beginning of this century 

by Bohm-Bawerk of Austria, *ecame the bourgeoisie's new weapon for attacking 
Marx's labor theory of value. This “marginal utility theory of value” not only 
obliterates the difference between value and exchange value, but treats use 
value as value. It not only negates the fact that value is an objective 
category pertaining to a historical social syst«m, but also depicts it as a 
natural and perpetual psychological category. Moreover, it completely severs 
value from labor consumption in the realm of material consumption, and its sole 
theoretical base is a parasitic consumption mentality. This subjective ideal- 
ist argument has become a straw for the bourgeoisie to clutch at in opposing the 
labor theory of value. This demonstrates the extent to which the school of 
vulgar bourgeois economics has degenerated. How can a person's subjective men- 
tality be used as a quantitative measure of a commodity'’s value? How can it 
serve as a measure of the magnitude of a commodity's value? 
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The appropriation of gratuitous labor is the basic mode of capitalist production 
and the basic way in which workers are exploited. Marx discovered the extortion 
of labor's surplus value by capital, and thus revealed the intrinsic nature of 
‘his mode of production, which had always been hidden. Lenin said: “The sur- 
plus value doctrine is the cornerstone of Marx's economic theory." ("Selected 
Works of Lenin,” Vol 2, p 381) 


Adam Smith's “The Wealth of Nations” put forth in an embryonic form the existence 
of surplus value. Smith held that “here, the value added to the raw materials 
by the workers will fall into two parts. One part becomes their wages, while 

the other part becomes the employer's profit which is based on the entire capital 
fund used by the employer to pay for raw materials and labor." He also said 
that under the condition of private land ownership, the workers “must necessarily 
give the landowners a portion of the things extracted or produced through their 
labor. This portion constitutes rent.” It can thus be seen that Adam Smith 
anew “the origin of the capitalist’s surplus value” and also knew the origin of 
the landowner’s surplus value. Ricardo went a step further than Smith. He 
established the surplus value theory on the basis of the theory of value, which 
had already germinated in Smith's hands, but which was almost always forgotten 
by Smith himself whenever he ought to have applied it. Proceeding from the point 
that a commodity’s value must be determined by the quantity of labor embodied in 
that commodity, Ricardo deduced that the value added to raw materials by labor 

is distributed as wages and profit (which refers to surplus value here). However, 
both Smith and Ricardo did not basically clearly define surplus value’s essence 

r absolute form. They did not distinguish profit and interest as some outward 
phenomena from surplus value as the essence. They only studied the quantitative 
relationships concerning how a product of labor is distributed between the 
workers and the owners of the means of production. 


Engels used the importance of Lavoisier's discovery of oxygen to the natural 
sciences to demonstrate the importance of Marx's discovery of surplus value to 
political economics. He said that Marx “considered as a problem what his pre- 





decessors had regarded as a solution. He saw that he had to deal neither with 
dephlogisticized air, nor with fire-air, but with oxygen. He understood that 
it was not simply a matter of stating an economic fact, or of pointing out the 
conflict of this fact with eternal justice and true morals, but of explaining a 
fact which was destined to revolutionize the entire political economics, and 
Which offered a key for the understanding of the entire capitalist production 
to he who knew how to use it.” ("Collected Works of Marx and Engels,” Vol 24, 
p 21) Marx's surplus value theory did basically revolutionize the entire 
political economics. 


It is very clear that to understand what surplus value is, we must first under- 
stand what value is. As mentioned above, Ricardo did make contributions to the 
labor theory of value. However, he neither understood that labor power is also 
a commodity in the capitalist society, nor understood the relationship and 
difference between labor and labor power. He confused labor with labor power. 
Therefore, whenever profit or the exchange between labor and capital was touched 
upon, he necessarily got bogged down in an unresolvable contradiction. If the 
exchange between labor and capital were carried out according to the requirement 
of exchange at equal vaiue in the law of value, then profit would not have 
arisen. If the objective existence of capital was asserted, then, the require- 
ment of exchange at equal value according to the law of value would inevitably 
be violated. Thus, Ricardo’s labor theory of value could not but run into a 
stone wall on the question of profit. 


Marx for the first itme asserted the kind of labor which forms value and proved 
that value is merely the socially necessary labor embodied in a commodity. He 
turther explained the relationship between commodity and money and the ccaversion 
of money into capital. He explained that this conversion is based on the buying 
and selling of labor power. Here, Marx “used labor power as a value-producing 
quality to substitute for labor. He thus solved with one stroke one of the 
difficulties which caused the downfall of the Ricardian school, namely: The 
impossibility of harmonizing the mutual exchange of capital and labor with the 
Kicardian law of determining value by labor. By asserting the distinction be- 
tween constant and variable capital, he could trace the process of the formation 
of surplus value in its details and he could thus explain it, a feat which none 
his predecessors had accomplished.” ("Collected Works of Marx and Engels,” 
vol 26, p 22 Not only did Marx develop a scientific theory of wages on the 
basis of the surplus value theory, but he also scientifically explained, on the 
same basis, the forms in which surplus value appears, namely, profit, interest 
md rent. 
Marx’s surplus value theory reveals the secret of the amassing of wealth by the 
bourgeoisie. This inevitably induced the rage and attack of the bourgeoisie and 
their mouthpieces in the realm of economic theory. The so-called "time-preference 
theory of interest” of Bohm-Bawerk of Austria was a broken weapon used by the 
bourgeoisie to oppose and attacr Marx's surplus value theory. 


Proceeding from the subjective mentality of those parasites who made a living by 
cutting interest coupons from bonds and those consumers who lived an idel life, 
Bohm-Bawerk classified goods into “present goods” (consumer goods), which direct- 
ly satisfy present wants, and future goods (the means of production), which 











wmtisfy future wants. He held that people usually attach a higher value to 
“present goods” than to future goods. The difference in value caused by 
different subjective evaluations of the present and the future is called the 
“time preference.” The existence of “time preference” requires the owners of 
fulure goods to pay the owners of present goods a premium which is equal to the 
time preference in value. This premium is interest. According to this view 

of Bohm-Bawerk, interest arises from time preference and is absolutely not re- 
lated to the labor expended by the workers in the production process. He also 
extended this idealist viewpoint about time preference interest to enterprises’ 
profit and rent for land. Bohm-Bawerk'’s time preference theory of interest is 
erroneous, not only because it confuses the three things: interest, profit 

and rent, but also because it obliterates the material source of interest, 
profit and rent, negates the fact that interest, profit and rent are converted 
forms of surplus value, and negates the capitalist’ and landowners’ extortion 

of gratuitous labor from wage labor. It is clear that a consumer's personal 
subjective evaluation cannot create value through the time preference factor. 
How can a consumer lying idly on a sofa create value from his subjective evalua- 
tion through (tie time preference factor? How can a subjective mentality external 
to the material production process produce commodities which have a value? How 
can the “time preference interest,” which is insulated from material production 
and surplus value, have a source of value? Bohm-Bawerk racked his brains to 
gloss over the capitalist relations of exploitation and to oppose Marx's surplus 
value theory. Unfortunately, his extremely mysterious and abstruse absurdities 
are like a house built upon sand, unable to withstand the impact of winds and 
waves! 


Under the capitalist condition of free competition, a commodity’s value is in- 
evitably converted into production price. Adam Smith's “natural price” and 
Ricardo's “production cost” actually refer to production price. However, the 
Classical school did not scientifically explain the difference between value 
and production price, and hence, did not explain the inevitable conversion of 
value into production price on the basis of labor value. 


“arx's theory of conversion of value into production price resolved the contra- 
liction which the bourgeois classical school could not resolve. Marx scientifi- 
ally explained that under the precondition of the capitalist mode of production, 
a commodity’s production price equals its cost price plus average profit. Under 
the condition that the turnover time of capital remains unchanged, and under the 
condition that the surplus value rate is the same in all sectors of production 
wiile the entire value of constant capital is transferred to the annual product 
if capital, the capital in these sectors annually produces the same amount of 
surplus value according to the proportion of variable capital. Thus, because 
f differences in the organic composition of capital, profit also differs. How- 
ever, under the conditiun that capital can be transferred freely, capital in 
those sectors which attain a lower profit rate will inevitably be transferred to 
those which attain a higher profit rate. Through competition and the transfer 
of capital, the profit rate in various sectors of production will inevitably 
tend to an average level, resulting in an average profit rate. Thus, the pro- 
fits accruing to various sectors of production are not individual profits for 
the individual sectors, but amount to an average profit applicable to all sectors 
of production. When this average profit is added to each sector's cost price, 
we get each sector's production price. The average profit, formed by the con- 








tinuous transfer of capital among various sectors of production, is an objective 
fact in the capitalist society. However, here, not only does the average profit 
rate deviate from various sectors’ individual profits, but production price also 
deviates from value. Do such deviations prove that average profit and production 
price on one side stand in contradiction to labor value and the law of value on 
the other? If we consider each specific sector, profit does deviate from surplus 
value, and production pxice from value. We do not obliterate these deviations. 
However, if we consider society as a whole, among various sectors, these devia- 
tions cancel out each other, so that the total profit in society equals the 
total surplus vaiue in society equals and the total production price of social 
commodities equals the total value of social commodities. On this question, 
Lenin said very concisely: "Thus, these universally known and indisputable 
facts, that price deviates from value, and profit tends to an average, are fully 
explained by Marx by means of the law of value, because the total value of all 
commodities equals the sum of all their prices. However, the conversion of 
(social) value into (an individual) price does not take a simple direct path, 
but takes an extremely complicated path, because, very naturally, in a society 
where various scattered producers of co -2ocities can be linked only through the 
market, regularity cna only appear as average, social, and general regularity, 
while individual irregularities will offset one another.” ("Selected Works of 
Lenin,” Vol 2, p 595) Production in the capitalist society is socialized pro- 
duction, not isolated and unrelated undertakings of production. In dealing with 
the capitalist economy, which is marked by such socialization and close relation- 
ships, if we view the relation between a commodity's value and its price, or the 
relation between the magnitude of surplus value and the magnitude of profit, 
merely in the context of an individual enterprise, then, ours will be a meta- 
physical viewpoint, like looking at a tree without seeing the woods. Marx's 
theory of conversion of value into production price precisely grasps the in- 
evitability of this conversion by considering capitalist socialized production 
and the interrelationships between various sectors of production and between 
various enterprises engaged in production. 


People ranging from those of earlier generations like Bohm-BSawerk of Austria to 
those of the present generation like Samuelson of the United States have been 
attacking Marx's production price theory and labor theory of value. They hold 
that there are unresolvable contradictions between these two theories. According 
to Samuelson, in Volume 3 of DAS KAPITAL, production price can be independent of 
labor value. He even says that Marx's labor theory of value is something un- 
necessary. Samuelson’s bitter hatred for the labor theory of value is obviously 
an expression of his bitter hatred for the theory of surplus value. The labor 
theory of value is a prerequisite of the surplus value theory. If the former is 
negated, then, would not the latter be easily negated? Let us come back to the 
question of value and production price. The question as raised by Samuelson is 
merely a question of the relationship between a commodity's value and its price, 
between the essence and the phenomenon. Both Bohm-Bawerk and Samuelson merely 
see the phenomenon and negate the essence. Generally speaking, phenomena are 
consistent with essence. However, in many cases, they are inconsistent or may 
even stand in contradiction to each other. But such inconsistence and contra- 
diction do not negate the objective existence of the essence. Value and price 
are usually inconsistent. However, without valuc, price would not have any 
substance. Marx repeatedly said that the law of value regulates production 
price. He said: "The law of value governs the movement of price. A decrease 





or increase in labor time needed for production will lower or raise production 
price." ("Collected Works of Marx and Engels," Vol 25, p 200) Marx's scientific 
analysis is a reflection of the logical development of the objective facts of 

the capitalis: economy. Labor value is the prerequisite of surplus value, which 
in turn is the prerequisite of average profit (and hence, production price). 

That is, if we depart from the labor theory of value, then surplus value would 
just be like water without a source or a tree without roots. Without the surplus 
value theory, then, “the general profit rate (and hence a commodity's production 
price) will be a meaningless concept devoid of substance." (Ibid, p 176) Marx 
clearly stated the law governing the interrelationship between labor value, 
surplus value and production price: “Because the total value of commodities 
regulates total surplus value, which in turn regulates average profit and hence 
the level of the average profit rate--this is a general law, one which governs 
various changes--therefore, the law of value regulates production price.” 

(Ibid, p 201) The objectivity existing law of value regulates production price. 
This is a general law. Where, and on what points, do resolvable contradictions 
exist? 


To attack Marx's theory of conversion of labor value into production price, 
Samuelson does all he can to ridicule it. He has even invented a subjective 
idealist formula, saying that Marx “first wrote down a system, then used a 
rubber to erase it, thereby causing it to change in form, and then wrote down 
a system again. QED" This is not a scientific study of any kind, but is 
derision and abuse. Could such derision disprove Marx's scientific theory 
about the conversion of value into production price, a theory reflecting ob- 
jective facts? Does not such derision prove that Samuelson'’s attack on Marx's 
scientific theory about conversion of value into production price resembles a 
politician's presumption and subjective assertion? 
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Marx's political economics concerning capitalism is based on the objective work- 
ing of the cipitalist mode of production, on the contradictions between capital- 
ist produc’ ion relations and productive forces, and on the extortion of labor's 
surplus value by capital as well as the development of the resulcing contra- 
dictions. Moreover, he critically assimilated the rational and scientific 
portion of bourgeois classical economics. In discussing scientific socialism 

in “Anti-Duhring,” Engels said: “Like any new theory, it must first proceed 
from existing ideological materials, though its roots are deeply embedded in 
economic facts.” This also applies to the founding of Marxist political 
economics. 


Among bourgeois economic theories, only some theories of the classical schoo! 

were affirmed and assimilated by Marx because of the scientific views they embody. 
However, since the French and British bourgeoisie gained political power, “the 
class struggle, practically and theoretically, took on more and more outspoken 

an. threatening forms. It sounded the knell of scientific bourgeois economics!" 
Since then, one after another, the forums of bourgeois economics have been 
occupied by vulgar schools. Marx adopted different attitudes to the economics 

of the vulgar schools and that of the classical school. As mentioned above, 

Marx critically assimilated the economic thoughts of the classical school; but 

he basically negated the vulgar schools which were dead set on serving the 





bourgeoisie. The vuigar s« hools have tried a]! @eans to harmonize what cannot 
be harmonized and to gloss over contradictions which cannot be glossed over, so 
that wage laborers might submissively accept the capitalists’ exploitation. In 
the vulgar-school economists’ view, the question “is no longer whether this 
theoremor that is true, but is whether a theorem is useful to capital or harsful, 
expedient or inexpedient, politically dangerous or not.” ("Collected Works of 
Marx and Engels,” Vol 23, p 17) In the preface to the second edition of volume 
1 of DAS KAPITAL, Marx thus sharply pinpointed the real nature of the vulgar 
schools’ economic theories. Marxists are duty-bound to negate and seriously 
criticize the basic theories of the bourgeois vulgar schools (represented by 
people such as Say, Malthus, up to Keynes of this century, and so on). However, 
under certain specific conditions and under the guidance of Marxism, we do not 
reject the use of some spectiic arguments or methods put forth by them. Here, 

I will quote some examples: 


1. Malthus was an English bourgeois vulgar economist of an early period. He 
spoke against the Proletariat from the stand of the land-owning aristocrats and 
industrial bourgeoisie, and also spoke against the industrial bourgeoisie from 
the stand of the land-owning aristocrats. In his “population theory,” put forth 
to serve the interests of the land-owning aristocrats and the industrial bour- 
geoisie, he not only attributed the problem of overpopulation caused by the 
capitalist system to nature, but also attributed it to births among the masses 
of proletarians. He argued that the pauperization of the working masses was 
rational, negated the right of unemployed workers to live, and even made the 
nonsensical remark that at nature's mighty feast there was no vacant cover for 
the pauper. Must we not oppose these basic viewpoints of Malthus concerning 
population? Must we not object to his desperate opposition to birth control by 
contraception? However, this extremely reactionary parson advocated late 
marriage, and we must not, on account o° this, refrain from taking late marriage 
an, TI Taportant measure in our birth coatrol efforts. 








fhe so-called “marginal utility theory,” consumated by Bohm-Bawerk, treats 
use Vaiue as identical to value, and turns value, an objective economic category, 
into some subjective idea, Must we not oppose this theory of value which negates 
ibjective facts and relies on subjective assumption? The psychological school's 
“marginal utility theory” stands in contradiction to Marx's labor theory of 
value. These two theorles are as incompatible as tire and water, However, we 
must not categoricaily reject all the arguments of the psychological school, 


because among them som specific arguments can be used 48 an ilytical tools. ror 


cxample, “marginal cost" !s a way of studying the interrelationship between an 
ire Te ae in output red thy mcompanying increase in cost, “ad “marginal revenue’ 
is away of studying the interrelationship between an increase in output and 
the accompanying increase in tevenu We should pay attention t their use as 
an il tools in improving the management and running of enterprises and in 
i) ecisions about increasing investment in, and the output of, enterprises. 
in regard, we should adopt an analytical attitude and extract the marginai 
analysia method from the dross of subjectivist, idealist marginal utility theory. 
r Ihe Keynesian school, which appeared under the condition of the great 
ipitalist economic crisis of the | W's, | iiso 4 Vulgar school of bourgeoi 
economic thought. Keynes’ crisis theory | hased on his vulgar “effective de- 








mand” theory. He glossed over the fact that cyclical capitalist economic crises 
arise from overproduction, which is due to the contradiction between the capital- 
ist production relations and productive forces. Proceeding trom vulgar view- 
points, he held that “aggregate effective demand” consists of two categories 

of “effective demand," namely, “consumption demand” and “investment demand.” A 
so-called “inadequate effective demand” means that both “consumption demand” 

and “investment demand” are inadequate. It means that people's purchases of 
consumer goods and capital goods are not sufficient to absorb the large quanti- 
ties of commodities produced by capitalist enterprises. If so, then why is 
people’s “demand” for (or purchase for) consumer goods and capital goods inade- 
quate? Keynes held that it is due to the factor of human psychology and not due 
to social causes. He further held that the root of economic crises is not in 
the unresolvable contradictions inherent in the capitalist system, but is in the 
“basic laws of psychology” inherent in people's minds. Actually, are not all 
his three “basic laws of psychology” products of idealism and of subjective 
supposition? The only reason Keynes called his economic theory a "general theory” 
is that he wanted his set of “principles” to become some eternal thing trans- 
cending history and he wanted to use his “basic psychology” theory, which is 
based on human nature, to conceal the historical nature of the capitalist system 
and the class nature of consumption in the capitalist society. Truths can with 
stand any tests. If Keynes’ theories were truths, they could have with stood 
tests. Unfortunately, his full employment theory based on “basic psychology,” 
after having been put into practice for less than half a century, was discarded 
by people under the impact of “stagflation.” 


Keynes’ basic theories are acutely contradictory to Marx’ political economics. 
Some scholars have tried to bring Keynes’ vulgar theories into agreement with 
Marx’ economic theories. This is a futile subjectivist attempt. However, we 
ould pay attention to certain individual theories of Keynes, such as the 
“multiplier theory.” The “multiplier theory” is actually interwoven with his 
so-called “psychological factor” which determines “effective demand.” However, 
what it wants to explain is how a change in investment affects demand and income 
from employment in a series of chain reactions. This chain-reaction effect 
does objectively exist in economic life. If we isolate the “multiplier theory” 
from the idealist Keynesian theoretical system, then, the chain-reaction effect 
in the reproduction process, as this theory reflects, is useful to us as a 
reference in studying the question of socialist reproduction. 


Our people are devoted to socialist modernization under CPC leadership. We must 
pay due attention to all those theories and methods which are useful to social- 
ist modernization and which reflect the process of, and technological-economi¢ 
relations in, socialized large-scale production. Lenin said that the Taylor 
System is “the bourgeoisie'’s most ingenious and most crue! means of exploitation,” 
but he also said that it is a “series of most fruitful scientific achievements.” 
He advocated that after the seizure of state power by the Proletariat, it is 
necessary to use those of its methods which are compatible with scientific 
progress. Lenin's attitude toward the Taylor System is precisely the same as 
Marx’ attitude toward bourgeois economic thoughts. For the benefit of our 
country’s socialist modernization, we must, under the precondition of adhering 
to Marziam-Leninism-Mao Zedong Thought, adopt an analytical attitude toward 
foreign bourgeois economic thoughts, negate the vulgar basic theories in them 
and utilize their specific useful parts. 
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HONG KONG RETAIL SALES--Hong Kong's retail sales in August rose sharply on a 
year ago to $4./6 billion, according to provisional survey results prepared by 
the Census and Statistics Department. At 140, the overall sales value index 
‘or the month rose by two points or one percent over July 1983, and by 15 points 
or 12 percent over August 1982. The overall retail sales volume index, at 106, 
was one point or one percent higher than that for July 1983, and three points 
or three percent higher than that for August 1982. Compared with July 1983, 
retail sales of other consumer goods and fuels rose by seven percent and two 
percent respectively in both value and volume terms. Retail sales of food- 
stuffs, alcoholic drinks and tobacco remained unchanged in value terms but 
declined by one percent in volume terms. Retail sales of consumer durables 
dropped by four percent in value terms and six percent in volume terms, while 
those of clothing footwear and allied products decreased by four percent in 
terms of value and two percent in terms of volume. Compared with August 1982, 
the most significant increase in the value of retail sales was recorded in 
fuels (20 percent), followed by clothing, footwear and allied products; consumer 
durables; and other consumer goods (each of 12 percent), and foodstuffs, alco- 
holic drinks and tobacco (11 percent). In volume terms, retail sales of cloth- 
ing, footwear and allied products; and consumer durables increased at the same 
rate of six percent, while those of foodstuffs, alcoholic drinks and tobacco; 
and fuels each recorded en increase of four percent. [Text] [HK040058 Hong 
Kong HONG KONG STANDAKD in English 4 Nov 63 BUSINE:S STANDARD p 1} 


HONG KONG INTEREST RATES--Banks yesterday agreed to cut interest rates by up to 
l.5 percent on the heels of a round of reductions last week, returning rates 
:imost to the levels they were 5 weeks ago. With immediate effect yesterday, 
‘rime and mortgage rates were lowered by 1.5 points to 13.5 percent and 15 per- 
ent respectively. Deposit rates fell by one to 1.25 percent. The new round 
., like the previous round, barely affected the Hong Kong dollar exchange 
rate, which maintained its level of around $7.808 to the greenback yesterday. 


"s trade-weighted index gained 0.1 point to close at 68. A local 


The local unit 
currency crisis 5 weeks ago forced banks to raise rates by up to three percent 
in an «ifort to prevent further swapping and capital outflow. In addition, the 
government, in a later move, abolished the interest tax on Hong Kong dollar 


deposits and pegged the local unit to the U.S. dollar at a rate of $7.80. [Text] 


[HKO30058% Hong Kong HONG KONG STANDARD in English 3 Nov 83 p 1] 











